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Executive Summary

tional access to retail markets to an ever smaller number of large-scale suppliers,

smaller manufacturers of value-added meat products are increasingly seeking alter-
native channels of distribution for their merchandise. With the percentage of food con-
sumed away from home in the United States rising steadily and beginning to rival the
percentage of food consumed at home, the ability of smaller meat processing firms to forge
successful marketing relationships with restaurant/commercial food service customers
appears to be critical in helping them develop an economically viable marketing strategy
for their products.

! s steady consolidation in the U.S. retail grocery industry threatens to restrict tradi-

To help smaller meat processors develop more effective marketing strategies to this promis-
ing market segment, the U.S. Department of Agriculture’s Agricultural Marketing Service
(AMS) collaborated in a research study with Texas A&M University (TAMU) to determine
potential areas of competitive advantage for smaller scale meat manufacturing firms in
supplying local restaurants and other local commercial food service accounts. The idea to
conduct the study was prompted by earlier research, also undertaken by TAMU, which sug-
gested that a positive correlation exists between the relative volume of sales to the commer-
cial food service sector and the financial performance of small meat processing firms in the
State of Texas. Building upon the results of previous analysis, researchers from AMS and
TAMU attempted to identify some of the key meat purchasing requirements and prefer-
ences of restaurant and other commercial food service buyers so they could advise smaller
meat processing firms on how they might best satisfy the product and service needs of
prospective commercial food service clients. Data on meat procurement practices were col-
lected from nearly 200 randomly selected restaurant and commercial food service person-
nel in the State of Texas, representing a diverse range of chain and independently operated
dining establishments.

Many of the findings from the survey data underscore the potential ability of smaller meat
processing firms to compete successfully in supplying meat products to the commercial
food service sector. Chief among these findings is the overriding importance of product
quality over cost. When asked about the primary influences on their selection of a new
meat vendor, the importance of obtaining “the highest available quality” from a particular
vendor is ranked as being more than twice as important as the ability to purchase meat
products “at the lowest cost.” With optimal meat product quality so highly prized by
restaurant and commercial food service buyers, it appears that a smaller meat processing
firm’s relative scale of operation may not necessarily impede its ability to compete success-
fully against larger processing operations in the commercial food service sector.

Geographic proximity and the ability to deliver meat products with superior freshness may
also bestow significant marketing advantages upon the smaller meat processing firm seek-
ing to establish sales accounts with local commercial food service clients. On average, sur-
vey respondents indicated that “product freshness” is nearly as important an influence in
their selection of meat suppliers as the ability to obtain meat products “at the lowest cost.”
The relative importance of freshness is particularly pronounced among respondents from
independently operated dining establishments, who indicate that product freshness is even
more important than product consistency in making purchasing decisions. Consequently,
smaller meat processing firms may be able to use their geographic proximity as an asset
when approaching local restaurant/commercial food service buyers, to the extent that they
are capable of delivering fresh merchandise to end-users more quickly than larger competi-
tors and are able to prevent possible degradation in quality during long-distance shipping.
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The constant desire for variety and innovation among many restaurant and commercial
food service operators also creates a potential opportunity for smaller meat manufacturers
who are capable of supplying new and/or unique products that can be showcased on
restaurant menus. Nearly one-third of surveyed restaurant and other commercial food
service buyers indicated that they change their menus at least four times per year, and
almost three-quarters of surveyed establishments reported offering daily specials in addi-
tion to their regular menu selections.

Beyond identifying these general trends in the overall survey population, researchers also
uncovered significant differences among the procurement preferences of specific segments
of the commercial food service market, taking into account such variables as ownership
structure, annual store sales volume, average dinner ticket price, and cuisine type.
Respondents from chain-affiliated establishments, for example, reported far more frequent
use of meat items with customized or exclusive product characteristics than respondents
from nonchain establishments, which is in keeping with the relatively strong importance
they attribute to product consistency when purchasing meat supplies. On the other hand,
respondents from nonchain establishments expressed considerably greater interest than
their chain-affiliated counterparts in purchasing meat items produced in the local commu-
nity, as might be expected from firms with a more decentralized and flexible procurement
process. Such analysis suggests that meat processors intending to develop business relation-
ships with commercial food service buyers can benefit from understanding the specific
preferences of their targeted customer base and tailoring their sales materials to emphasize
those products and services most strongly desired by a particular market segment.

The level of complexity involved in introducing new meat products also appears to be
related to the size and ownership structure of a particular food service operation. Chain
affiliates and restaurant/commercial food service outlets with relatively high levels of store
sales require more time to carry out internal testing procedures on new meat products and
expect prospective vendors to provide them with larger volumes of free merchandise sam-
ples during this trial period than other dining establishments. Such prolonged waiting peri-
ods without financial compensation may have serious implications for the smaller meat
processing firm with limited cash reserves and may be a factor that processors should con-
sider in targeting particular commercial food service accounts.

Challenges certainly exist for the smaller meat processor in the commercial food service
market, not the least of which is that many commercial food service buyers are unaccus-
tomed to negotiating directly with meat manufacturers and may initially be concerned
about the quality of customer service they can expect from a small processing firm.
Nonetheless, the overriding importance of product quality and freshness among a sizable
portion of surveyed restaurateurs and commercial food service buyers, coupled with their
strong desire to showcase new or unique meat products on their menus, bodes well for the
ability of smaller meat processing firms—especially those that are market savvy and under-
stand the needs and preferences of their targeted customer base—to establish themselves as
an important supply source for the commercial food service sector.



During the course of the
interviews, it was revealed
that these small/family-run
meat processing firms on
average derived between 25
and 30 percent of their annual
revenue from sales to
restaurant and other food
service operations,
approximately twice the
percentage of revenue they
derived from sales to retail
grocers.

Introduction

his study is designed to pro-
I vide a concrete set of market-
ing tools for any small
operator (rancher, slaughterhouse,
or food processor) interested in sell-
ing value-added meat products to
the rapidly growing commercial
food service sector. To pinpoint
which products and services avail-
able from small-scale local manu-
facturers are likely to be most
attractive to commercial food serv-
ice customers, researchers from
Texas A&M University (TAMU) and
the U.S. Department of Agricul-
ture’s Agricultural Marketing
Service (AMS) surveyed nearly 200
restaurant and other food service
buyers in Texas about their meat
purchasing habits and preferences.
The resulting research report
attempts to help increase sales
of value-added meat products by
small firms to restaurant and other
food service customers by:

* Highlighting the factors that most
strongly influence food service
buyers when making meat pur-
chasing decisions;

+ Identifying the types of restau-
rants most likely to purchase meat
products directly from small local
purveyors—and the types of spe-
cialty/custom products they are
most likely to want;

* Assessing areas of competitive
advantage for small-scale local
manufacturers in the restaurant
and food service industry; and

* Recommending specific business
strategies that are likely to be
most effective when approaching
individual segments of the restau-
rant and food service market.

The project was inspired by a previ-
ous research study conducted by
TAMU in 1998-99, which examined
the business operations of more
than 80 small smoked meat process-
ing plants in Texas.! During the
course of the interviews, it was
revealed that these small/family-run
meat processing firms on average
derived between 25 and 30 percent
of their annual revenue from sales
to restaurants and other food serv-
ice operations, approximately twice
the percentage of revenue they
derived from sales to retail grocers.
Despite abundant interest in devel-
oping closer/more direct marketing
linkages with food service buyers,
many small-scale meat manufactur-
ers interviewed by TAMU re-
searchers expressed frustration with
the resistance they encountered
from potential food service cus-
tomers in trying new product lines.
Consequently, the current study was
envisioned as a way of enabling
small-scale meat processors to more
effectively reach out to potential
restaurant and other food service
customers by identifying the types
of firms most likely to appreciate
their particular blend of products
and services and by recommending
sales and business strategies that
could appeal to this market seg-
ment.

To aid small-scale meat processing
firms in their quest for new restau-
rant/food service customers, this
document attempts to address exist-
ing gaps in market knowledge by:

* Providing information about
typical meat product selection,
procurement, and sampling

' Kuker, D., R. Nayga, J. Siebert, and G. Thelen. "Growing a Value Added Industry: Texas Smoked Meats,”
Department of Agricultural Economics, Texas A&M University, 2000.



Items that perform extremely
well in selected markets may
not necessarily appear as
profitable when viewed against
a broader sales territory and
may be more quickly removed
by retail sales managers.

requirements in the restaurant
and commercial food service
industry;

* Revealing the types of meat prod-
ucts most frequently purchased
by restaurant and other food
service buyers;

+ Examining the relative impor-
tance of price, quality, consisten-
cy, and convenience among
various restaurant and other food
service segments;

+ Assessing the level of interest
among restaurant/food service
buyers in purchasing meat prod-
ucts with specific quality charac-
teristics;

+ Identifying the most promising
market outlets for custom or
exclusive product formulations;
and

* Reporting how restaurant/food
service buyers tend to find their
standard meat suppliers and what
they generally need from suppli-
ers to make a formal sales deci-
sion.

The timeliness of this endeavor is
reinforced by two concurrent fac-
tors, consolidation in the U.S. retail
grocery sector (figure 1.1) and dra-
matic growth in the portion of food
spending devoted to away-from-
home consumption (figure 1.2),
which makes the restaurant/food
service sector an increasingly attrac-
tive outlet for smaller scale food
manufacturers. The continued
acquisition of local and regional
supermarket chains by larger firms
can make it more difficult for smaller
manufacturing firms to participate
successfully in the retail supply
channel for the following reasons:

« Production constraints. Smaller

firms may find it difficult or
impossible to satisfy the volume
and delivery needs of larger retail
institutions or may not wish to
devote such a large percentage of
their production or delivery
capacity to the needs of one cus-
tomer (and leave themselves more
exposed to a substantial down-
turn in sales should a major retail
client terminate its account).

Loss of local/regional identity
among retail grocery firms. Steady
consolidation in the grocery
industry, leading to greater cen-
tralization of procurement activi-
ties across a broader geographic
region, can hinder access to spe-
cialty items with a strong local
following on retail shelves. Items
that perform extremely well in
selected markets may not neces-
sarily appear as profitable when
viewed against a broader sales ter-
ritory and may be more quickly
removed by retail sales managers.
A smoked meat manufacturer
interviewed by AMS/TAMU
researchers commented that he
once had difficulty maintaining a
business relationship with a large
wholesale club retail chain
because his beef brisket product
did not appear as one of the top
50 products sold in the meat
department during one of the
company’s quarterly sales reviews.
(The fact that his product was
available only in a small number
of stores within the company’s
regional sales territory was never
considered when it was decided to
discontinue the item.) The prod-
uct was eventually picked up
again by the company after sever-
al customers complained that
they could no longer find the
product.



+ Retail buyer inflexibility. As con-
solidation in the retail grocery
sector continues to reduce the
number of potential retail distri-
bution channels available to food
manufacturers, grocery procure-
ment agents can afford to become
more discriminating when select-
ing and retaining vendors and
may be more prone to drop a ven-
dor that is unwilling to conform
to their specific requirements or
provide sufficient promotional
incentives. During an interview
with research team members, a
marketing manager from a meat
processing firm with accounts at
two retail grocery chains said he is
expected to pay $10,000-$20,000
in slotting fees whenever he intro-
duces a new product. Moreover,
as part of this business arrange-

ment, his company is often
expected to supply personnel for
in-store demonstrations on peak
shopping days (Thursday through
Sunday) or to pay the labor costs
of store personnel to carry out
this function. The substantial
financial commitment involved in
this type of promotional effort
may well put smaller manufactur-
ing firms at a distinct disadvan-
tage when seeking to win and
retain retail grocery accounts.

Burdensome level of product
preparation. Retail grocery chains
frequently desire more consumer-
ready packaging than the food
service industry, and it may be
unprofitable for a smaller scale
firm to make the necessary invest-
ments in labor, equipment, and
supplies to satisfy these packaging

Figure 1.1. Concentration of U.S. grocery industry
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retail grocery accounts.
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As a result of the recent
growth, away-from-home

food expenditures currently
represent about 47.5 percent
of total food expenditures, the
highest recorded percentage to
date in the United States.

Figure 1.2. Percentage of U.S. food expenditures for at-home and

away-from-home consumption
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Source: USDA Economic Research Service.

requirements at the price retail
chains are willing to pay for mer-
chandise. In discussing the pack-
aging requirements for his retail
grocery customers, one meat
processor noted that each pro-
cessed meat item he sends to his
retail grocery accounts needs to
be shrink-wrapped, dipped into a
hot water tank, and labeled indi-
vidually, requiring a heavy con-
sumption of labor and time. In
contrast, his restaurant and other
food service customers are happy
to receive the same products in
sealed-air Cryovac bags that don’t
require hot water treatment and
need only to be labeled on the
outside of each case.

At a time when the U.S. retail gro-
cery market is becoming increasing-
ly concentrated and expenditures
for at-home food consumption have
stagnated (rising only 4.7 percent in
real terms between 1990 and 1999),
the away-from-home food market is
experiencing vigorous growth, with
expenditures rising 24.8 percent in
real terms between 1990 and 1999.”
As a result of the recent growth,
away-from-home food expenditures
represented about 47.5 percent of
total food expenditure at the end of
1999, the highest recorded percent-
age in the United States (figure 1.2).
The rising importance of the away-
from-home segment of consumer
food expenditures makes it even
more essential that small and medi-

September-December 2000, pp. 15-17.
3
Ibid.

"Spotlight on National Food Spending,” Annette Clauson, Food Review, USDA Economic Research Service,



um-size meat processing firms have
access to tools that enable them to
pursue opportunities in the ex-
panding restaurant/food service
sector.

To develop greater familiarity

with the specific meat purchasing
requirements of restaurant/food
service buyers and identify possible
areas of overlap between their needs
and the types of products and serv-
ices typically available from small
meat manufacturing concerns,
researchers began their investigation
in late 1999 by interviewing more
than a dozen individuals responsible
for making meat purchasing deci-
sions at restaurants or distributing
meat products to restaurant and
other food service accounts. In a
somewhat counterintuitive finding,
these interviews revealed surprising
interest in obtaining meat supplies
from small-scale manufacturers,
whether the buyer represents a sin-
gle-location restaurant or a corpo-
rate chain with more than 1,200
outlets. However, the types of prod-
ucts and services desired by individ-
ual food service firms and the
flexibility that individual firms
could exercise in purchasing meat
products from a new supplier vary
significantly depending on the size
of the restaurant/firm, its ownership
structure, the average price of
entrees, and the type of cuisine
served.

Armed with this preliminary assess-
ment of the potential food service
market for custom and specialty
meat products, the research team
developed a followup questionnaire
(appendix one) attempting to iso-
late differences in meat procure-
ment practices among individual

segments of the restaurant/food
service sector. The sample popula-
tion for the mailed questionnaire
was drawn from listings in the
Chain Store Guide, as well as mem-
bership lists from the Texas Rest-
aurant Association and the Texas
Chefs’ Association. (The Texas
Chefs’ Association was sufficiently
supportive of this marketing project
that it agreed to publish a copy of
the questionnaire in its April 2000
newsletter, Lone Star Chef, which is
distributed to approximately 650
members.) In total, individuals at
1,649 Texas-based restaurants and
other food service institutions were
mailed a questionnaire between
February and April 2000. Of these
individuals, 191 returned completed
questionnaires for a respectable
response rate for a mailed survey
instrument of 11.6 percent.

To present the data results most
effectively, the report begins by
identifying the general marketing
preferences and trends in meat pro-
curement across the entire pool of
survey responses. Following this
broad overview, the report launches
into a more careful analysis of the
specific needs and requirements of
various restaurant/food service seg-
ments, focusing on identifying
those differences in meat purchas-
ing behavior that may be influenced
by a firm’s scale of operation, the
prices it charges for meals, and the
type of cuisine on its menu. By
highlighting the most revealing and
significant aspects of the question-
naire results, the report is intended
to help small-scale meat manufac-
turers explore the most promising
opportunities in the restaurant/
food service market for their cus-
tom and specialty meat products.

In a somewhat counterintuitive
finding, these interviews
revealed surprising interest in
obtaining meat supplies from
small-scale manufacturers,
whether the buyer represents a
single-location restaurant or a
corporate chain with more
than 1,200 outlets.




In keeping with the large
numbers of independently
owned restaurant and food
service operations represented
in the survey population,

the vast majority of survey
participants also reported
that their firms operate a very
small number of food service
establishments.

Profile of Survey Participants

ersonnel affiliated with inde-
P pendently owned restau-

rants—especially the owners/
operators of these establishments—
comprised the distinct majority of
respondents to the AMS/TAMU
meat procurement questionnaire. Of
the 189 survey respondents who
identified the ownership structure of
their food service operation, 78 per-
cent reported that their food service
establishment is independently
owned, while 15 percent indicated
that they are affiliated with a corpo-
rate-managed restaurant chain, and
5 percent indicated that they are
affiliated with a restaurant chain
franchise. More than half of the
respondents (56 percent) identified
themselves as “owner/operator” of
their food service establishment, fol-
lowed by “manager” (21 percent),
“chef” (6 percent), and “purchasing
agent” (3 percent). In addition, a
substantial percentage of respon-
dents—9 percent—identified them-

selves by more than one primary job
title, suggesting that they assume a
multitude of responsibilities at their
respective firms.

In keeping with the large numbers
of independently owned restaurant
and food service operations repre-
sented in the survey population, the
vast majority of survey participants
also reported that their firms oper-
ate a very small number of food
service establishments. Of the 182
individuals who supplied informa-
tion in this category, 57 percent
reported that their firms operate
only a single restaurant or food
service establishment, while another
20 percent indicated that their firms
operated between two and five
restaurants or food service establish-
ments. Figure 2.1 shows a break-
down of participating firms by
number of affiliated food service
outlets.

Figure 2.1. Restaurants/food service outlets operated by participating firms

11-49 outlets
6.0%

6-10 outlets
9.3%

2-5 outlets
19.8%

50-249 outlets
5.5%

250-outlets
2.7%

1 outlet
56.6%



While the collected data may be
heavily influenced by the observa-
tions of independent and small-
scale restaurant and food service
operators and may be most useful
in determining the needs and prior-
ities of this particular segment of
the restaurant/food service indus-
try, the sample population is far
from homogeneous. Outlined
below are some data characteristics
that best illustrate the diverse
nature of the sample population
and underscore the potentially
broad application of the research
results.

Volume of Sales

The survey data include observa-
tions from a wide-ranging pool of
food service operations in terms of
revenue size. Survey respondents
include personnel from individual
restaurants that typically generate
fewer than $100,000 in annual sales

revenue at a single location to rep-
resentatives from food service com-
panies that typically generate more
than $6,000,000 per store at hun-
dreds of sites. Responses are also
widely distributed across individual
revenue categories. Of the 185
restaurant/food service personnel
who agreed to furnish sales infor-
mation, about 24 percent reported
that their companies generate
between $100,000 and $499,000 in
sales revenue per year at each busi-
ness location, while 21 percent
reported that their companies typi-
cally generate annual store revenues
between $500,000 and $999,999,
and another 21 percent reported
that their companies typically gen-
erate annual store revenues between
$1,000,000 and $1,999,999. Figure
2.2 provides a comprehensive
breakdown of participating firms
by annual sales volume.

Figure 2.2. Average store sales per year among participating firms

$3,000,000
or more
11.4%

$2,000,000-
$2,999,999
10.3%

$1,000,000-
$1,999,999
20.5%

Under $100,000
12.4%

$100,000-
$499,999
24.3%

$500,000-
$999,999
21.1%

Survey respondents include
personnel from individual
restaurants that typically
generate fewer than $100,000
in annual sales revenue at

a single location to
representatives from food
service companies that
typically generate more than
$6,000,000 per store at
hundreds of sites.




The median seating capacity
of the restaurants/food
service institutions included
in the research study is 145
customers per business
location.

Seating Capacity

The median seating capacity of the
restaurants/food service institutions
included in the research study is 145
customers per business location.
However, among the 173 restau-
rants and food service operations
that provided information in this
category, seating capacity ranges
from facilities that could accommo-
date no more than 20 customers to
facilities that could accommodate as
many as 1,000 customers at one
time. Figure 2.3 illustrates the
tremendous diversity of the restau-
rant/food service firms interviewed
in terms of the seating capacity and
scale of operation of their individ-
ual business locations.

500+ seats
4.0%

250-499 seats
18.5%

150-249 seats
26.6%

Cuisine Type

In apparent reflection of the fact
that the survey research was carried
out exclusively in Texas, restaurants
and food service establishments
specializing in Mexican, American,
and southern/country cuisine are
represented most frequently in the
data, comprising more than half the
total number of survey responses.
Sizable numbers of restaurants spe-
cializing in steaks, Asian cuisine,
Italian cuisine, and delicatessen
foods also submitted survey infor-
mation, as illustrated in

figure 2.4.

Figure 2.3. Seating capacity at participating restaurants/food service outlets

20-74 seats
23.1%

75-149 seats
27.7%



Menu Prices

Of the 163 restaurant and food
service personnel that provided
information on dinner prices to
AMS/TAMU researchers, nearly half
(49 percent) reported that the aver-
age dinner check at their establish-

Figure 2.4. Types of cuisine served at participating firms

Continental/French
2.6%
Bar and grill 4.2%

Mexican and
American 4.2%

Other/multiple 7.49%
Deli/bagel shops

3.7%
Italian 5.800———

American 19.0%

ment totals less than $10.00 per per-
son, and nearly three-quarters of
the sample population reported that
the average dinner check at their
establishment is less than $15.00 per
person (figure 2.5). The most com-
mon response is $7.00 per person,
and the median value of responses
is $10.00 per person.

Cajun/Creole 1.1%
Seafood 1.6%

teak houses*
11.1%

exican 21.7%

Southern/country
10.6%

Asian 6.9%

*Including steak/seafood and steak/continental restaurants

In apparent reflection of the
fact that the survey research
was carried out exclusively in
Texas, restaurants and food
service establishments
specializing in Mexican,
American, and southern/
country cuisine are represented
most frequently in the data,
comprising more than half the
total number of survey
responses.




Nine percent of survey
respondents reported that
the average dinner check per
person at their establishment
exceeds $30.00 per person,
compared with only 6 percent
in the $20.00-$24.99 price
bracket and 4 percent in the
$25.00-$29.99 price bracket
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Figure 2.5. Breakdown of average dinner ticket prices at participating firms

In addition to the preponderance of
replies at the low end of the price
scale, the data exhibit a surprising
concentration of responses at the
uppermost end of the price range.
Nine percent of survey respondents
reported that the average dinner
check per person at their establish-

ment exceeds $30.00 per person,
compared with only 6 percent in the
$20.00-$24.99 price bracket and 4
percent in the $25.00-$29.99 price
bracket (figure 2.5).



Summary

The majority of the 191 restaurant
and food service firms that
responded to the mailed question-
naire on meat procurement prac-
tices consisted of smaller scale,
independently owned operations
that manage either one or a handful
of restaurant outlets. Given the stat-
ed intention of survey researchers to
identify market opportunities for
small/local meat processing firms,
the skewed distribution of respons-
es may reflect that independent
restaurants are better poised to
accommodate deliveries of meat
products from smaller volume sup-
pliers than larger/chain restaurant
operations. Nonetheless, the ques-
tionnaire generated a substantial
volume of responses—more than
20 percent—from personnel affiliat-
ed with chain and franchise restau-
rant operations, permitting insight
into the potential interest of larger

firms in obtaining unique or spe-
cialty meat products from small
meat processing companies and
how their specific product require-
ments may differ from the needs of
smaller firms. Moreover, while the
questionnaire data may have been
largely obtained from independent-
ly owned and/or single-outlet
restaurants, this should not be
interpreted to mean that firms in
this category have similar business
practices. A broad range of cuisine
types, menu prices, and level of
customer turnover (measured by
restaurant seating capacity) are
represented in the questionnaire
data, allowing for a detailed analysis
of how specific restaurant business
practices may influence meat prod-
uct and vendor selection.

11



Meat Procurement Practices in the
Restaurant Sector and Implications for
the Small Meat Processing Firm

The results of the questionnaire
suggest that, while purchasing
agents may need to be
educated about the range

of products available from
small manufacturers, many
are interested in the types

of specialty and customized
meat products commonly
available from small or local
manufacturing firms.
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o assess the potential for
I increased market share in

restaurant and food service
meat sales, researchers sought to
gauge the interest of restaurant and
other food service purchasing
agents in the types of products and
services commonly available from
small or local meat processing
firms. The results of the question-
naire suggest that, while purchasing
agents may need to be educated
about the range of products avail-
able from small manufacturers,
many are interested in the types of
specialty and customized meat
products commonly available from
small or local manufacturing firms.
Listed below are some specific char-
acteristics that restaurant and other
food service purchasing agents seek
when choosing a prospective vendor
and how these product preferences
may well give a competitive advan-
tage to the smaller manufacturer
seeking entry to the restaurant/food
service sector.

Importance of Quality

Questionnaire respondents were
asked to rank the relative impor-
tance of seven issues associated with
meat procurement on a scale of 1 to
100, so that the total number of per-
centage points would equal 100 per-
cent. As indicated in figure 3.1, the
181 restaurant purchasing agents
who completed this portion of the
questionnaire reported that the
importance of “buying the highest
quality” product was twice as influ-
ential on their meat purchasing
decisions as obtaining merchandise
at the “lowest cost,” “product consis-
tency,” or “convenience in prepara-
tion.” Moreover, the importance of
product “freshness” to the prospec-
tive restaurant buyer was reported
to be nearly as influential on meat
purchasing decisions as either “buy-
ing at the lowest cost” or “product
consistency” and far more impor-
tant than “convenience in prepara-
tion.”

Figure 3.1. Relative importance of product attributes in making and

purchasing decisions

Product
consistency
16.4%

Freshness
14.6%

Convenient
preparation 2.7%

Convenient
ordering/billing
3.6%
Convenient
delivery 8.4%

Other 1.8%

Lowest cost
17.2%

Highest quality
35.3%



Figure 3.2. Restaurant/commercial food service use of

customized meat products

Exclusive
recipes/methods

Customized/unique
portion sizes

Custom trimmed

22.7%

56.0%

0% 20%

The keen importance of product
quality and freshness to restaurant
purchasing agents should encourage
the small or local meat processing
firm seeking to expand its customer
base into the food service arena.
With the cost of goods and product
consistency less important in
restaurant purchasing decisions
overall than obtaining the “highest
quality” products, small manufac-
turers may be well positioned to
compete for restaurant accounts,
even if their higher cost of produc-
tion prevents their being a low-cost
supplier. Similarly, such firms may
be able to capitalize on the desire of
local restaurant buyers to obtain
high-quality, fresh meat products
by delivering merchandise to end-
users more quickly than larger
competitors and preventing the
degradation in quality that can
arise during long-distance shipping.

40% 60%

Industry observers note that the
desire for fresh meat products
among restaurant buyers has
increased significantly in recent
years. According to representatives
from a regional meat distribution
company based in Bryan, TX,
approximately 50 percent of their
meat sales to the restaurant trade
currently consist of fresh meat,
compared with only 30 percent a
few years earlier.!

Interest in Customized Meat Products

Restaurant purchasing agents report
substantial use of meat items tai-
lored to meet their specific require-
ments, especially with respect to
trimming and portion size. As illus-
trated in figure 3.2, 56 percent of
restaurant and food service buyers
reported that they already purchase
meat products custom-trimmed to
their specifications, and approxi-

According to representatives
from a regional meat
distribution company based

in Bryan, TX, approximately
50 percent of their meat
sales to the restaurant trade
currently consist of fresh
meat, compared with only

30 percent a few years earlier.

* Information obtained during a January 2000 interview with firm representatives.
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Given the difficulty of
maintaining proper quality
control, he contends that
food service buyers are always
looking for value-added meat
supplies that require minimal
kitchen preparation, preserve
quality, and yield a uniform
presentation to retail
customers.
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mately 52 percent of restaurant and
food service buyers reported that
they currently use meat items cut
into customized or unique portion
sizes. In both groups, a majority

(61 and 57 percent, respectively)
noted that these products are either
“very” or “completely” important to
their business operations.

The strong interest of restaurant
purchasing agents in buying cus-
tom-trimmed and portion-cut meat
products appears to be prompted by
a desire to reduce labor costs and
requirements, minimize waste, and
improve consistency in food prepa-
ration. Mark de la Garza, market
supervisor of the three-store restau-
rant chain Freebirds World Burrito,
headquartered in College Station,
TX, observed in a January 2000
interview that meat-cutting can be
very labor-intensive and costly for a
small restaurant operation. When
this restaurant first opened for busi-
ness in 1993, the employees them-
selves were responsible for cutting
and trimming the meat used in the
restaurant. As the volume of busi-
ness increased, the firm had to add
a 12 a.m. to 6 a.m. shift dedicated
exclusively to cutting meat so the
restaurant would have enough
inventory for its daily business vol-
ume. Consequently, the firm was
motivated to find a processor that
could meet its precise specifications
for freshness, tenderness, and thick-
ness.

The frequent turnover of labor in
restaurant kitchens can also
enhance the attractiveness of meat
products that require minimal
kitchen preparation. In the words
of Michael Carroll, former executive

chef and marketing manager with
Caritas Barb-B-Q, Boerne, TX, the
“high turnover of labor in the
restaurant industry” is a primary
factor contributing to “inconsistent
results” in food sold to customers.’
Given the difficulty of maintaining
proper quality control, he contends
that food service buyers are always
looking for value-added meat
supplies that require minimal
kitchen preparation, preserve
quality, and yield a uniform presen-
tation to retail customers. His firm
has sought to expand its restaurant
and other food service business by
promoting the savings in labor and
reduction in waste provided by
some of their value-added meat
products, including:

* Beef briskets with 90-95 percent
usable meat (where hard fat has
been removed by using special
equipment), compared with the
standard 60-65 percent usable
meat in the typical beef brisket
sold to restaurants;

« Presmoked beef briskets, which
eliminates significant labor and
quality problems associated with
smoking meat in-house.
(Smoking beef briskets typically
takes 8-12 hours, and the consis-
tency in product quality suffers if
a restaurant smokes its meat
inside rather than outside during
inclement weather.);

+ Sliced smoked beef briskets,
which, prior to serving, need only
to be put on a steam table and
covered with sauce; and

* Chopped smoked beef brisket,
which can be put into a crockpot,
cooked, and served without fur-
ther preparation.

* Information obtained from personal interview, January 2000.



The concept of customized meat
products is not limited to product
characteristics alone. The ability to
offer merchandise in unusual unit
size configurations that consider the
specific needs of the receiver may
also provide a powerful marketing
tool for the small meat processor.
An executive chef for a country club
on the Texas Gulf Coast observed
during a personal interview that a
major reason he purchased some of
his specialty sausage products from
a locally based small meat manufac-
turer was that he could purchase the
sausage in convenient 20-pound
cases, rather than the mainstream
10-pound or 40-pound cases typi-
cally offered by other sausage man-
ufacturers. Consequently, he was
able to lift and move the cases with-
out difficulty and didn’t need to
replenish his inventory as quickly as
he did when he purchased 10-
pound boxes.

Interest in Exclusive Products

Nearly a quarter of the respondents
to the questionnaire (23 percent)
indicated that they purchase meat
products that are manufactured
according to exclusive recipes or
methods, and approximately one-
fifth (19.5 percent) of the question-
naire participants indicated that
they either have worked or currently
work directly with a meat manufac-
turer to develop an exclusive or pri-
vate label product for their restau-
rant or food service outlet. Of those
firms that currently purchase exclu-
sive or private label meat products,
the average number of exclusive or
private label items purchased by an
individual firm is seven products.

In addition to the large percentages
of restaurant and food service buy-

ers currently purchasing private
label or exclusive meat products,
research suggests that many other
restaurant and food service cus-
tomers would potentially be inter-
ested in purchasing these types of
exclusive meat items from a vendor
if they could locate a reliable source
of supply. Of those restaurant and
food service buyers who reported
that they did not currently purchase
exclusive meat products from a ven-
dor or participate in a private label
program, a majority (54 percent)
indicated that they would be inter-
ested in developing this type of
relationship with a supplier. The
substantial level of interest in exclu-
sive and private label meat products
among restaurant and food service
buyers—even among those with no
experience in developing such pro-
grams with their suppliers—bodes
well for the potential success of a
small meat processing firm capable
of dedicating some of its produc-
tion capacity to the needs of indi-
vidual clients and supplying such
highly specialized meat items to
restaurant and food service cus-
tomers.

Private label and exclusive meat
products may appeal to restaurant
purchasing agents in several ways.
By establishing a supply relation-
ship for exclusive products with a
vendor, a restaurant operation can
distinguish itself to customers by
offering a unique product that is
not available elsewhere, assured that
none of its competitors has access
to these items. Moreover, restau-
rants that maintain private label
and exclusive product agreements
with meat are less likely to receive
products that do not conform to
their desired specifications and may

The concept of customized
meat products is not limited
to product characteristics
alone. The ability to offer
merchandise in unusual unit
size configurations that
consider the specific needs of
the receiver may also provide a
powerful marketing tool for
the small meat processor.
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By establishing a supply
relationship for exclusive
products with a vendor, a
restaurant operation can
distinguish itself to customers
by offering a unique product

that is not available elsewhere.
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be in a better position to demand
product replacements or substitu-
tions from their suppliers when the
quality of delivered products does
not meet expectations. For example,
the president of a delicatessen chain
operating throughout the South
and Southwest observed in an inter-
view that his company “likes to
work together with manufacturers
to formulate a product recipe that
best suits its needs,” whether that
means adding garlic to a manufac-
turer’s standard roast beef product
or working with the manufacturer
to explore ways of reducing the
amount of purge (liquid) in a typi-
cal package, since his busy restau-
rant staff “doesn’t have the time to
worry about” wrong ingredients or
inconvenient packaging.’

In some cases, private label and
exclusive products may also be less
expensive for a restaurant buyer to
purchase than conventional brand-
ed items of similar quality. To the
extent that a meat manufacturer is
able to count on a steady volume of
business for its private label or
exclusive product line and can elim-
inate some expenses typically asso-
ciated with promoting, advertising,
and packaging its merchandise, it
may be able to reduce its opera-
tional costs, passing along some of
these savings to its food service cus-
tomers.

One of the more surprising obser-
vations obtained from personal
interviews and questionnaire data is
the extent to which restaurant chain
operations, including large-scale
regional and national chain opera-
tions, revealed that they currently
work or would consider working

with a small meat processor to ful-
fill a portion of their inventory
needs, including private label and
exclusive products. For example, a
procurement and logistics manager
for a national chain of family dining
establishments observed that small
meat manufacturers might be able
to play an important role in supply-
ing his firm with meat products that
are needed in relatively small quan-
tities, such as 100,000 pounds per
year, since these items are some-
times difficult to acquire from its
standard sources (mostly large-scale
food manufacturers). Other pro-
curement personnel from chain
operations commented that they
already purchase certain items from
small and medium-size meat manu-
facturers because they are unable to
obtain products of comparable
quality from other sources. Unlike
retail grocery buyers, who, in the
words of one chain restaurant pro-
curement manager, focus on “price,
promotion, and market support” in
selecting a supplier, food service
buyers are more apt to look for
“product consistency and very tight
specifications,” making it easier for
the smaller meat manufacturer to
compete for restaurant and food
service accounts on the basis of
product quality and the availability
of customized services. Several pro-
curement officials from chain oper-
ations noted the overriding impor-
tance of developing long-term rela-
tionships with reliable vendors,
even if it means they do not get the
lowest price on any particular pur-
chase.

Attractiveness of Local Procurement

The results of the questionnaire
provide considerable evidence that

¢ Based on information obtained during personal interview at company offices, January 2000.



the cachet of using items produced
in the local community may be a
marketing tool that small meat pro-
cessing firms can use to their advan-
tage when selling their products to
the restaurant trade. More than a
third (38 percent) of the surveyed
restaurant and food service buyers
who responded to a question about
their use of locally produced meat
indicate that they already use such
items, and a majority of this group
(53 percent) indicate that using
locally produced meat items is
either “very” important or “com-
pletely” important to their business
operations. Demand was also
expressed for meat products that
have a strong local or ethnic follow-
ing (22 percent of respondents cur-
rently use such products) or are
manufactured by a family-run busi-
ness (15 percent of respondents
currently use such products). In
addition, 16 percent of question-
naire respondents noted that they
make specific references on their
menus to the origin or brand name
of some meat products to enhance
the appeal of their offerings to cus-
tomers.

The willingness and ability to fea-
ture locally produced meat items on
menus does not appear to be re-
stricted to independent or smaller
scale restaurant operations. Of the
37 chain-affiliated restaurant buyers
that responded to the question, 57
percent stated that they have the
flexibility to offer meat items on
their menus that are specifically
designed to cater to local consumer
preferences, even though these
items may not be available in other
outlets of the same restaurant

chain. Consequently, some local
processing firms may find it con-
structive to approach restaurant
buyers at individual chain restau-
rant outlets in their communities
about featuring their meat products
on their menus, especially when
these products have established
local followings. One manager of an
outlet of a nationally known, fran-
chise-operated steakhouse chain
noted that all of his firm’s restau-
rants carry at least “a few menu
items that are regional,” and that
even though “corporate headquar-
ters has to approve all items, includ-
ing regional ones,” a small proces-
sing firm has a realistic chance of
becoming a supplier to individual
affiliates of the restaurant chain if
the local owner(s) is convinced that
the product has a strong regional
following.”

Many restaurateurs interviewed by
researchers indicated that purchas-
ing meat products from local pur-
veyors is often desirable for both
quality and efficiency reasons.
Several restaurant managers inter-
viewed in the Bryan/College
Station, TX, area said they prefer
using a local vendor for meat sup-
plies because they perceive that the
merchandise is fresher and that
local vendors are considerably more
responsive than larger and/or more
distant firms, making it easier to
manage inventory and purchase
fill-in supplies when needed. Listed
below are some sample comments
highlighting the desirability of
working with local suppliers:

¢ “I think that the relationship
between the salesman and the
customer is very important in a

Many restaurateurs
interviewed by researchers
indicated that purchasing meat
products from local purveyors
is often desirable for both
quality and efficiency reasons.

7 Information obtained during January 2000 interview by AMS and TAMU researchers.
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The fact that a sizable portion
of restaurant and food service
firms change their menus at
least four times per year bodes
well for the small meat
manufacturer seeking to
penetrate the food service
market.
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small town. I buy all of my meat
from [a locally based regional
food distribution company] even
if they are a few cents higher than
[national food distributors]. They
have the advantage of service on
their side. If T call in a special
order, they can do it and have it to
me when I need it, even if it is the
same day.” (from the general man-
ager and executive chef of an
independently owned upscale
steakhouse and seafood restau-
rant)

+ “I'try to [locally procure meat
products] as much as possible,
because I find that it is faster and
I get fresher products that way.”
(from the executive chef of a
private club)

+ “If [the locally based food distri-
bution company] has the same
products as one of the big guys,
and it is within 3-4 cents of the
cost of the big guys, I buy from
them. I think it pays to support
local businesses. Plus, they are a
wonderful company to work with.
They are flexible and can have
orders ready in a hurry if you
need it. For example, if we have a
really big night on Friday night, I
might call [the locally based food
distribution company] and say I
need to stop by and pick up an
order of skirt steaks. They always
have it ready to go in no time.
Whereas if I only dealt with the
big guys, I would be waiting until
Monday for the meat.” (from the
general manager of an independ-
ently operated Mexican restau-
rant)

Therefore, small meat manufactur-
ers who are seeking business
accounts with local restaurant and

food service operations would
appear to be starting from a rela-
tively advantageous position, espe-
cially when they can assure their
restaurant customers that they are
prepared to fulfill last-minute
orders. Many restaurant buyers
appear to favor purchasing meat
products from local suppliers for a
variety of reasons and may even be
willing to pay a bit more for mer-
chandise from local vendors if they
perceive the vendor to be a depend-
able source of supply and willing to
provide a level of customer service
superior to that typically available
from larger competitors.

Desire for Menu Variety and
Innovation

While the frequency of menu
changes varies considerably
depending on the particular restau-
rant or food service establishment
(figure 3.3), nearly one-third of all
restaurant and food service opera-
tions (31 percent) surveyed by
researchers indicated that they
change their menu offerings at least
once every 3 months. The fact that a
sizable portion of restaurant and
food service firms change their
menus at least four times per year
bodes well for the small meat man-
ufacturer seeking to penetrate the
food service market. Restaurant and
food service outlets that update
their menus frequently are under
considerable pressure to develop
new or seasonally appropriate
entrees to attract customer atten-
tion, creating abundant marketing
opportunities for the small meat
manufacturer that can provide new
or distinctive menu selections.
Therefore, it might be to the advan-
tage of small processing firms to
focus their marketing efforts on



restaurants and food service opera-
tions known to change their menu
offerings frequently, as such firms
might be predisposed to experiment
with new products.

Meanwhile, even among food serv-
ice operations that change their
menus less frequently, sizable

Figure 3.3. Frequency of menu changes

opportunities exist for menu inno-
vation and new product introduc-
tion. Nearly three-quarters of
respondents to the questionnaire
(73 percent) noted that their food
service operations offer daily spe-
cials, providing another potential
entry point for introducing a new
meat product to the public and test-
ing its acceptance.

...it might be to the advantage
of small processing firms to
focus their marketing efforts
on restaurants and food service
operations known to change
their menu offerings
frequently, as such firms

might be predisposed to
experiment with new products.
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The majority of surveyed buyers
also indicated that they are
interested in obtaining meat
products with customized
and/or exclusive quality
characteristics, creating a
potential marketing
opportunity for smaller
meat processing firms
capable of manufacturing
customized meat products
according to the precise
specifications of individual
food service clients.
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Summary

Scale alone does not appear to dic-
tate a meat processing firm’s ability
to compete successfully in the com-
mercial food service sector. Survey
data suggest that restaurant and
commercial food service buyers
typically place considerably more
importance on meat product quali-
ty than on cost and also place a high
value on their ability to receive
“fresher” meat products, giving
local meat processors with a strong
reputation for product quality a
potential competitive advantage
against alternative sources of sup-
ply. The majority of surveyed buy-
ers also indicated that they are
interested in obtaining meat prod-
ucts with customized and/or exclu-
sive quality characteristics, creating

a potential marketing opportunity
for smaller meat processing firms
capable of manufacturing cus-
tomized meat products according to
the precise specifications of individ-
ual food service clients. Other fac-
tors that appear to confer marketing
advantages to smaller scale meat
processing firms are the widespread
desire among a sizable segment of
surveyed restaurant/commercial
food service buyers to showcase
locally produced meat items on
their menus (as a point of differen-
tiation from other commercial food
service outlets) and to update their
menus every few months, providing
steady incentives for acquiring new
meat products/ingredients that
enhance menu variety.



Eighty-seven percent of the
surveyed restaurant and food
service buyers reported that
they purchase at least some
meat products from a full-line
food distribution company, and
most of these buyers rely on
these companies for the bulk of
their needs.

Influences on Meat Vendor Selection

and Retention

hile the quality, conven-
Wience, uniqueness, or
local popularity of a par-

ticular meat product may persuade
a restaurant or food service buyer to
experiment with purchasing mer-
chandise from a new supplier, a
marketing strategy based on prod-
uct traits alone may not be suffi-
cient to ensure that restaurant or
food service buyers will be interest-
ed in developing a long-term busi-
ness relationship. The ability to
provide an adequate quantity of
products for sampling and test mar-
keting (without compensation) or
to fill orders on a regular basis with
1 day’s notice or less may be as criti-
cal in helping a small meat manu-
facturer secure a steady account
with a food service customer as the
ability to supply any particular meat
product. This chapter is devoted to
helping small manufacturers under-
stand the key factors that influence
vendor selection in the restaurant
and food service industry and rec-
ognize some of the services that
food service buyers expect from
their standard suppliers so they are
better prepared to develop appro-
priate and effective sales strategies
when approaching this market seg-
ment.

Challenges to Successful Direct
Marketing by Small Processing Firms

Direct procurement from
manufacturers still unfamiliar.
Meat processing firms seeking entry
to the restaurant/food service mar-
ket should be aware that most
restaurant and food service opera-
tions are accustomed to receiving
the vast majority of their meat sup-
plies from full-line food distribu-
tion companies. Many potential
customers may not be aware that

they have the option of purchasing
meat products directly from a local
processor or manufacturer and may
be skeptical that obtaining meat
products directly from the proces-
sor or manufacturer would be to
their advantage. Eighty-seven per-
cent of the surveyed restaurant and
food service buyers reported that
they purchase at least some meat
products from a full-line food dis-
tribution company, and most of
these buyers rely on these compa-
nies for the bulk of their needs.

Of the 166 restaurants and food
service outlets that use full-line
food distribution companies for

at least a portion of their meat
supplies:

* The average share of meat sup-
plies obtained through full-line
food distribution companies is
83 percent.

+ Sixty percent of these firms rely
exclusively on full-line food dis-
tribution companies for their
meat products.

* Only 38 of these firms (23 per-
cent) had previously bought any
meat supplies directly from a
manufacturer.

Since many food service buyers are
likely to have little or no experience
with direct procurement from a
manufacturer, meat processors who
wish to cater to this market through
direct sales channels should be pre-
pared to demonstrate they are capa-
ble of providing a level of customer
service comparable to that offered
by larger full-line food distribution
companies operating in the area.

High expectations for customer

service. Research suggests that
matching the customer service
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One way that some local
vendors attempt to compete
with larger national firms for
restaurant and food service
accounts on the basis of
service is by providing
customized deliveries that
take into account the
business schedules and
preferred delivery times of
their individual clients.
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performance of the full-line food
distribution companies may not be
easy. A sizable majority of the
restaurant and food service person-
nel who responded to the question-
naire indicated that they typically
expect their meat suppliers to fulfill
their merchandise orders in less
than 24 hours. As depicted in figure
4.1, nearly 60 percent of the sur-
veyed restaurants and food service
operations typically give their pur-
veyors 1 day’s advance notice when
ordering meat supplies, while an
additional 11 percent of these food
service buyers typically expect their
meat supplies to be delivered on the
day they submit their order. Conse-
quently, any meat processing firm
seeking direct access to restaurant
and other food service accounts
should be aware that many opera-
tions are accustomed to very short
response times from their standard
suppliers and would most likely

expect a similar—if not superior—
level of responsiveness and reliabili-
ty from any new vendor.

One way that some local vendors
attempt to compete with larger
national firms for restaurant and
food service accounts on the basis
of service is by providing cus-
tomized deliveries that take into
account the business schedules and
preferred delivery times of their
individual clients. Representatives
of a regional meat supplier with a
distribution territory covering a
150-mile radius noted that their
firm had been able to compete suc-
cessfully against larger national
companies by ensuring that their
restaurant and food service cus-
tomers consistently receive mer-
chandise deliveries at the time they
prefer (unlike the unpredictable
delivery schedules typically offered
by most large-scale national compa-
nies).

Figure 4.1. Average lead time for meat supply orders provided by

restaurant/food service firms

Other 5.3%

1 week
7.4%

2-3 days
17.4%

Same day
10.5%

1 day
59.5%

¢ Information obtained from personal interview with AMS and TAMU researchers, January 2000.



As a greater number of restaurant
and food service operations move
toward implementing just-in-time
inventory management practices in
their kitchens and storerooms,
restaurant and food service buyers
are increasingly seeking to develop
partnerships with suppliers that can
provide inventory management
and/or cold storage warehousing
services. In response to growing
demand for these services from the
restaurant and food service sector,
at least one supplier of meat prod-
ucts interviewed by researchers
indicated that he is doubling his
cold storage facility area to “take on
the challenge of cold storage and
inventory management” for the
local restaurant trade.” With restau-
rant in-store warehouse space at a
premium, the ability of a local meat
vendor to provide cold storage
warehouse space for food service
clients might give it a serious com-
petitive edge against other meat
suppliers.

Smaller vendors stereotyped.
Smaller meat processing and manu-
facturing concerns that attempt to
cultivate direct marketing relation-
ships with restaurants and food
service operations may also find
themselves battling the stereotype
that small businesses are less con-
venient to work with than larger
companies. One owner of an inde-
pendent, upscale restaurant in
College Station, TX, noted during a
January 2000 interview that he
found dealing with smaller vendors
difficult because he:

+ Wants a vendor to have a large
range of products;

* Enjoys the convenience of order-
ing merchandise from one or two
full-service firms (rather than
from a multitude of vendors);

* Likes working with firms that
have a message center where he
can submit orders at any hour;

* Has found billing to be more fre-
quent and easier to track when
working with larger companies
rather than smaller companies
(invoices are typically sent out on
a weekly rather than a semi-
monthly or monthly basis); and

* Has found that returning spoiled
goods is easier with a larger com-
pany, which is important because
his restaurant has limited space to
store refrigerated inventory.

Another food service buyer inter-
viewed by members of the research
team, an executive chef with a pri-
vate club, expressed concern that he
might not be able to obtain the
same “product consistency” from a
small company as he would from a
larger meat manufacturer.

Therefore, when developing a mar-
keting strategy for approaching
restaurant and other food service
clients, small meat processing firms
may find it useful to anticipate and
directly address potential customer
concerns about convenience and
efficiency. For example, marketing
brochures and materials could
emphasize, where appropriate, the
firm’s ability to supply customers
with a wide selection of merchan-
dise; to provide merchandise that
meets precise customer specifica-
tions; and to handle orders, mer-

..when developing a marketing
strategy for approaching
restaurant and other food
service clients, small meat
processing firms may find it
useful to anticipate and
directly address potential
customer concerns about
convenience and efficiency.

* Ibid.
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When restaurant and food
service personnel were asked
to rate the relative influence of
various staff members—owners,
managers, chefs, corporate
chefs—in determining which
food items are included on
their menus, the average
degree of influence attributed
to owners is 60 percent, while
managers and chefs at
individual restaurant locations
are said to account for only 15
and 13 percent, respectively, of
the influence over menu
choices

24

chandise returns, and billing in an
efficient and customer-friendly
manner.

Other Important Considerations for
Marketing Effectiveness

Owner key decisionmaker in new
product introductions. Data indi-
cate that owners of restaurants and
food service operations exert con-
siderably more influence than other
restaurant/food service personnel in
deciding which food items are
served to customers, suggesting that
meat manufacturers should do their
utmost to contact the owners of
restaurant/food service firms direct-
ly when seeking to establish busi-
ness relationships. When restaurant
and food service personnel were
asked to rate the relative influence

of various staff members—owners,
managers, chefs, corporate chefs—
in determining which food items
are included on their menus, the
average degree of influence attrib-
uted to owners is 60 percent, while
managers and chefs at individual
restaurant locations are said to
account for only 15 and 13 percent,
respectively, of the influence over
menu choices (figure 4.2). More-
over, in 40 percent of the cases,
questionnaire respondents indicat-
ed that the owner is the sole indi-
vidual at their organizations
responsible for selecting food items
for their menus.

The relative influence of business
owners appears to be strongest, as
one might expect, among inde-

Figure 4.2. Restaurant/food service personnel primarily responsible for

determining choice of menu items

Corporate chef
6.0%

Chef/cook

13.3%

Manager
14.9%

Other
6.1%

Owner
59.7%



pendently operated food service
establishments (68 percent). Never-
theless, even representatives of
chain-operated firms indicated that
the owners of their businesses exert
the primary influence on menu
development at their establish-
ments, accounting for 30 percent,
on average, of the overall influence
on menu selection.

Given the disproportionate amount
of influence that owners exert on
menu development at most com-
mercial food service establishments,
prospective vendors should focus
their marketing strategies on own-
ers of restaurant and food service
outlets whenever possible. Owners
are often the critical decisionmakers
when it comes to introducing new
food products, and their support
can be indispensable in a successful
sales campaign.

Use of sampling and test marketing
procedures widespread, especially
among larger firms. Before decid-
ing to adopt a new food product,
food service buyers may use a vari-
ety of methods to determine
whether a product is appropriate
for their restaurant operations.
Many buyers interviewed or sur-
veyed by researchers insist upon
trying a new food product in their
test kitchens under “real world”
conditions before serving it to their
customers, so they can determine
whether the product:

* Is suitable for use in desired
applications;

+ Is easy to store, handle, and pre-
pare in existing kitchen facilities;
and

* Has consistent and reliable quali-
ty characteristics.

To carry out these initial product
tests, many food service buyers
demand that prospective vendors
provide them free samples during a
brief trial period so they can thor-
oughly assess the performance of
the product before agreeing to sign
a formal contract.

In addition to testing samples of the
food product “behind the scenes,”
some restaurant and food service
buyers will also attempt to gauge
customer interest in the food prod-
uct before incorporating it into
their standard menus, using such
methods as:

+ Featuring the item in a “daily
special”;

+ Giving free samples to customers
and asking for their reaction; and

+ Introducing the item in test mar-
ket locations (in the case of firms
with multiple outlets).

Anecdotal evidence collected by
research team members during per-
sonal interviews with industry rep-
resentatives underscores the
importance that sample experimen-
tation often plays in the restaurant
procurement process. Certain food
service firms, especially large-scale
firms, will not consider adopting a
new food item unless they have had
an opportunity to conduct exten-
sive tests of the new product at their
discretion. Purchasing agents from
a regional delicatessen chain oper-
ating more than 70 outlets in sever-
al Southern and Southwestern
States noted that the willingness of
a prospective vendor to provide suf-

Given the disproportionate
amount of influence that
owners exert on menu
development at most
commercial food service
establishments, prospective
vendors should focus their
marketing strategies on
owners of restaurant and
food service outlets whenever
possible.
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Of the 185 restaurant and
food service operations that
provided researchers with
information about their
sampling and test marketing
practices, approximately
two-thirds reported that
they test potential customer
acceptance of a new food
product by featuring it as a
“special” item outside the
reqular menu.
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ficient free samples for testing is
“absolutely indispensable” in their
decision to take on a new supplier
and that they typically need “a
month or two” to decide whether to
adopt a new supplier. When testing
a new meat product in their on-site
test kitchen and/or a handful of test
stores (usually three or four), their
company attempts to evaluate the
following factors:

+ Customer response and
satisfaction.

+ Employee satisfaction in handling
and preparing the product.

+ Desirability of packaging (for
example, evaluating whether the
packaging used by the supplier for
meat products retains an accept-
able or excessive volume of
water).

+ Ability of the vendor to supply
larger volumes of product to test
stores without any apparent dete-
rioration in quality (since the
quality of the original sample may
not be indicative of the real level
of product quality that a vendor
usually supplies).

Sampling/Test Marketing Procedures
in the Commercial Food Service
Industry and Implications for
Prospective Suppliers

This section of the report is
designed to identify the most com-
mon sampling and test marketing
procedures used by restaurant and
other commercial food service
operations and alert suppliers to the
volumes of free product samples
that they should be prepared to
commit to the sampling and test
marketing process if they wish to
establish a long-term business rela-

tionship with a restaurant or other
food service client.

Among the various methods used
by surveyed restaurant and food
service operations to test customer
reaction to a new product, the most
popular method appears to be
introducing the new item as a menu
special. Of the 185 restaurant and
food service operations that provid-
ed researchers with information
about their sampling and test mar-
keting practices, approximately
two-thirds reported that they test
potential customer acceptance of a
new food product by featuring it as
a “special” item outside the regular
menu (figure 4.3). Furthermore, 38
percent reported that they evaluate
the potential acceptance of a new
food product by giving free samples
and asking for customer feedback,
and 23 percent (primarily those
with 10 or more restaurant outlets)
reported that they introduce new
food products in a few test locations
before deciding to adopt a product
as part of their regular menu
(figure 4.3).

The length and formality of new
product testing at individual restau-
rants and food service institutions
appears to be strongly associated
with a firm’s scale of operation.
Collected data suggest that food
service outlets with larger sales vol-
umes require a considerably longer
time to evaluate the performance of
a new meat product than firms with
smaller sales volumes (figures 4.4
and 4.5). The average amount of
time that firms with annual store
sales above $2 million indicated that
they need before deciding to adopt
or drop a new meat product is 6.23
weeks, compared with 4.93 weeks



Figure 4.3. Preferred sampling/test marketing strategies for

introducing new food products to customers (in percentages)
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Figure 4.4. Average new product testing time period, by level of

annual store sales (in weeks)

ssoocsv | - -

Below $500K

3.06
T T T T T T 1
0 1 2 3 4

Collected data suggest that
food service outlets with
larger sales volumes require a
considerably longer time to
evaluate the performance of a
new meat product than firms
with smaller sales volumes
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According to survey data
received from 124 food service
firms, representatives from
chain-affiliated commercial
food service outlets reported
needing an average of 129
pounds of sample merchandise
to carry out internal and
consumer tests on a new

meat item, while nonchain
outlets required an average

of 32 pounds of sample
product before formally
adopting a new meat product.
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Figure 4.5. Average new product testing time period, chain and

nonchain firms (in weeks)

Chain

Nonchain

7.83

for firms with annual store sales
between $500,000 and $2 million
and 3.06 weeks for firms with store
sales below $500,000. Purchasing
agents for chain-affiliated and non-
affiliated food service operations
expressed even more profound dif-
ferences in sampling and test mar-
keting practices, with chain-
affiliated buyers indicating that they
need an average of 7.83 weeks to
decide to adopt a new meat product,
compared with an average of 3.66
weeks reported by other restaurant/
food service buyers.

Food service outlets affiliated with

a chain or having above-average lev-
els of store sales also appear to have
heavier customer traffic than other
establishments, based on their avail-
able seating capacity. Average seat-
ing capacity at food service estab-
lishments with annual store sales of
more than $2 million was reported
to be 357, compared with an average
seating capacity of 173 at establish-
ments with annual sales between
$500,000 and $2 million and 81 at
establishments with annual store
sales below $500,000. In a similar
vein, chain-affiliated restaurants/
food service outlets reported an
average seating capacity of 214,

compared with an average seating
capacity of 171 among nonaffiliated
outlets.

The fact that commercial food
service establishments belonging to
a chain or with high sales turnover
often take longer than their com-
petitors to evaluate the suitability of
new products can be significant for
meat product suppliers. Since these
types of establishments often have
the physical capacity to serve more
patrons at one time than other com-
mercial food service outlets, they
require larger volumes of sample
products for test marketing than
other food service firms, making it
potentially more expensive initially
for a prospective supplier to explore
business prospects with these cus-
tomers. According to survey data
received from 124 food service
firms, representatives from chain-
affiliated commercial food service
outlets reported needing an average
of 129 pounds of sample merchan-
dise to carry out internal and con-
sumer tests on a new meat item,
while nonchain outlets required an
average of 32 pounds of sample
product before formally adopting a
new meat product (figures 4.6 and
4.7).



Among the largest national restau-
rant chains, testing and experimen-
tation of a new meat product can
take several months. Representatives
from a parent company of several
family restaurant chains with more
than 1,200 outlets nationwide
observed that the process for adopt-
ing a new product generally takes a
minimum of 6 months and that
prospective vendors are expected to
supply free samples for test kitchens
and test markets during this period
without compensation. If a new
product passes inspection in the
company’s test kitchen, it is then
tested in an individual restaurant
and, if the performance is satisfac-
tory, in a single region of the restau-
rant chain’s territory. Customer
reactions to the new product are
assessed through exit surveys and
other quantitative methods. If more
than 1 percent of surveyed con-
sumers dislike the product, the
company will terminate its evalua-
tion of the new product unless the

manufacturer elects to modify the
recipe (at his or her own expense).
According to one of the company’s
procurement officials, at least one
perishable product currently used
by the company went through 26
separate modifications and evalua-
tion trials before it was formally
included on the certified product
list. Moreover, satisfactory con-
sumer trials alone are not sufficient
to ensure that the evaluated product
will be accepted by the company.
Before any new product is adopted,
three of the company’s culinary
service divisions must approve the
new item according to the following
criteria:

+ Product development staff must
agree that the taste, texture, and
consistency of the product are
satisfactory.

* Quality assurance staff must agree
that the product is safe and that
the supplier is capable of provid-

Figure 4.6. Sample requirements for new product testing, chain affiliates

(in pounds)

500 and over
12.5%

100 to 499
25.0%

50 to 99
16.7%

10 and below
25.0%

11 to 49
20.8%

Among the largest national
restaurant chains, testing and
experimentation of a new meat
product can take several
months.
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...in developing a prospective
marketing strategy, small meat
manufacturers and processors
may wish to consider carefully
the types of food service firms
they want to solicit before
proceeding with their
marketing efforts.
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Figure 4.7. Sample requirements for new product testing, nonchain outlets

(in pounds)

100 to 499
8.0%

50 to 99
10.0%

11 to 49
30.0%

ing consistency in such physical
characteristics as appearance and
fat percentages.

* Purchasing and distribution staff
must determine that the product
is affordable and priced competi-
tively and that all liability and
indemnity agreements are in
place.

Therefore, in developing a prospec-
tive marketing strategy, small meat
manufacturers and processors may
wish to consider carefully the types
of food service firms they want to
solicit before proceeding with their
marketing efforts. While the pros-
pect of supplying niche or specialty
meat products to a chain restaurant
or large-scale restaurant operation
may seem appealing on the surface
because of the potential volume of
sales that these firms can support, a
small processor or manufacturer
may well find the costs of pursuing
these market outlets prohibitive
because such firms often demand

500 and over
1.0%

10 and below
51.0%

large quantities of free sample mer-
chandise from their prospective
vendors throughout the test market-
ing process without any guarantee
that the use of this merchandise will
result in an actual commercial
transaction. As part of devising an
appropriate business plan, small
meat manufacturers and processors
would be well advised to consider
the potential cash-flow conse-
quences of pursuing certain busi-
ness accounts and not focus
exclusively on the potential benefits
of landing a sale with larger scale
and chain-operated food service
establishments.

Finding Buyers in the Commercial
Food Service Sector: Which Sales
Approaches Work Best?

Direct personal contact with buyers
most effective. Surveyed restaurant/
food service buyers report that
unsolicited telephone calls from
vendors and trade show participa-
tion are the most common mecha-
nisms they use to find new suppliers



of meat products. Thirty percent of
the respondents indicated that they
usually learn about a new meat sup-
plier through a telephone call from
a prospective vendor, while another
21 percent generally learn about a
new supplier by attending trade
shows. Word-of-mouth customer
recommendations also seem to be
fairly important in alerting food
service buyers to new meat prod-
ucts, with 12 percent of surveyed
buyers reporting this as the primary
way they locate new meat suppliers.
Sales strategies that do not incorpo-
rate an element of personal contact,
such as mailed solicitations, print
advertising, and Internet sites,
appeared to be far less successful in
engaging the interest of prospective
buyers than more direct approaches
(figure 4.8).

The only major resistance to direct
vendor contact seen among restau-
rant/food service buyers is related to
spontaneous, unscheduled personal
visits by a manufacturer’s sales rep-
resentative. Eighty-four percent of
surveyed buyers prefer that sales
representatives seeking business
accounts with their firms arrange a
formal appointment rather than
arriving unannounced.

A detailed breakdown of the data
suggests that larger scale restau-
rants/food service establishments
are more likely to identify suppliers
through trade show encounters,
while smaller scale restaurants/food
service establishments are more
likely to rely on vendor-generated
telephone calls and customer rec-
ommendations as the primary way
of contacting suppliers. Firms that
reported they use trade shows to

Figure 4.8. How restaurant/food service buyers usually find new meat

suppliers

Other
14.9%

Sales representative
4.0%

Peers
4.0%

Mail[fax
4.2%

Print
advertising
7.5%
Customers
11.7%

Internet
1.5%

Phone call
30.9%

Trade show
21.2%

Thirty percent of the
respondents indicated that
they usually learn about a
new meat supplier through a
telephone call from a
prospective vendor, while
another 21 percent generally
learn about a new supplier by
attending trade shows.
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To enhance the likelihood
that an initial sales call will
be successful, meat suppliers
should strongly consider
bringing samples of their
meat products when they
visit prospective food service
customers.
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locate new suppliers of meat prod-
ucts at least 50 percent of the time
also indicated that they operate an
average of ten retail outlets, com-
pared with an average of four retail
outlets among firms that indicated
they primarily rely on telephone
calls or customer recommendations
to identify new vendors.

Samples important aspect of
effective sales presentation. To
enhance the likelihood that an ini-
tial sales call will be successful, meat
suppliers should strongly consider
bringing samples of their meat
products when they visit prospec-
tive food service customers. A siz-
able majority of surveyed restau-
rant/food service buyers (58 per-
cent) expressed an interest in receiv-
ing sample products from a new
vendor during the initial sales
appointment. The willingness of a
vendor to stand behind his or her
product in a face-to-face meeting

also appears to be linked to buyer
satisfaction; nearly twice as many
buyers indicated that they prefer to
have vendors bring merchandise
samples to the initial sales meeting
rather than send them samples
ahead of time (figure 4.9).

In contrast to the overwhelming
interest among buyers in examining
merchandise samples, relatively few
restaurant/food service buyers
(under 20 percent) expressed inter-
est in receiving recipes from pros-
pective vendors. This may speak to
the creativity of many restaurateurs,
which spurs them to seek new and
unusual products, and their ability
to incorporate new or unusual items
into menu offerings quickly.

How to keep customers happy after
establishing a sales account. Res-
taurant/food service buyers indicat-
ed very strong preferences on the
timing of telephone calls from their

Figure 4.9. Preferred sales appointment strategies

(in percentages)

Bring recipes to meeting

Send samples before
meeting

Bring samples to
meeting

58.3

60



Figure 4.10. Preferred timing of vendor phone contacts

Either

7 a.m.-10 a.m.
or

2 p.m.-4 p.m.
1.7%

2 p.m.-4 p.m.
48.6%

current suppliers. As might be
expected, buyers overwhelmingly
prefer to receive vendor telephone
calls during periods of the workday
that do not conflict with peak lunch
and dinner service hours. Nearly
half of the surveyed buyers
expressed a preference to be con-
tacted by vendors during the after-
noon, between 2 p.m. and 4 p.m.,
while 34 percent indicated that they
prefer to receive vendor telephone
calls between 7 a.m. and 10 a.m.
(figure 4.10). Therefore, meat sup-

4 p.m.-7 p.m.
0.6%

7 a.m.-10 a.m.
33.9%

10 a.m.-2 p.m.
15.3%

pliers with food service clients
should contact such customers out-
side of peak business hours.
Furthermore, they may want to
establish a specific time for calling
clients that corresponds with the
individual preferences of each firm,
thereby enhancing the likelihood
that buyers will be most receptive
to submitting new orders for mer-
chandise.

(Suppliers) may want to
establish a specific time for
calling clients that corresponds
with the individual preferences
of each firm, thereby enhancing
the likelihood that buyers

will be most receptive to
submitting new orders for
merchandise.
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While 35 percent of surveyed
buyers indicated that they
prefer to receive at least one
call per week from each of
their reqular meat suppliers,
another 35 percent reported
that they prefer to be
contacted by their suppliers
no more than one or two
times per month.
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Figure 4.11. Preferred frequency of vendor phone calls (in times per month)

Seven
23—

Six

8.7%

35.5%

Regarding the frequency of tele-
phone calls from current meat
suppliers, preferences among food
service buyers vary considerably,
suggesting that suppliers have a
vested interest in learning the spe-
cific preferences of their clients to
ensure that their customers are sat-
isfied with the level of service. While
57 percent of surveyed buyers indi-
cated that they prefer to receive at
least one call per week from each of
their regular meat suppliers, another
35 percent reported that they prefer
to be contacted by their suppliers no
more than one or two times per
month (figure 4.11). Restaurants/

Eight
8.7%

One
18.0%

Two
16.9%

Three
7.6%

food service outlets with greater
customer traffic, measured by their
average annual sales volumes,
appeared to desire slightly less fre-
quent contact from their meat sup-
pliers than smaller scale outlets.
Individual retail outlets with annual
sales of $2 million or more prefer an
average of 3.2 telephone calls per
month from their meat suppliers,
compared with an average of 3.7
telephone calls per month preferred
by other survey respondents.



Smaller scale meat processors
attempting to cultivate direct
marketing relationships in the
commercial food service
sector... are likely to be more
successful in building and
sustaining these relationships
to the extent that they can
provide a level of customer
service comparable to other
suppliers.

Summary

Smaller scale meat processors
attempting to cultivate direct mar-
keting relationships in the commer-
cial food service sector can expect
to face a fair amount of buyer resist-
ance. They are likely to be more
successful in building and sustain-
ing these relationships to the extent
that they can provide customer
service comparable to other suppli-
ers. Many commercial food service
buyers have had little previous
experience with smaller meat man-
ufacturers and may have precon-
ceived notions about the difficulty
and inefficiency of purchasing meat
products from a smaller firm.
Consequently, for a smaller scale
meat processor to attract commer-
cial food service clients, it should
demonstrate that it can meet or
exceed buyer expectations of cus-
tomer service from full-line distrib-
utors. This would include the ability
to supply meat products on 1-day’s
notice and the willingness to
replenish returned merchandise
that does not meet the buyer’s qual-
ity standards. Other services that
may enhance the appeal of smaller
scale meat suppliers for commercial
food service clients include the abil-
ity to manage inventory and pro-
vide refrigerated storage services to
customers with limited on-site stor-
age capacity and the ability to cus-
tomize the timing of deliveries and
phone calls so they correspond to
customer preferences.

Meat processors seeking access to
commercial food service accounts
should also be prepared to give free
samples to prospective clients.
Buyers generally expect a manufac-
turer’s representative to bring prod-
uct samples to an initial sales
appointment, and many insist that

their firm’s staff have the opportu-
nity to experiment with sample
merchandise before making a pur-
chasing decision. However, the
average amount of time that a com-
mercial food service establishment
devotes to test marketing new prod-
ucts and the volume of merchandise
required to carry out these product
tests can vary considerably. Repre-
sentatives of chain-operated or
commercial food service establish-
ments or those with heftier sales
volumes report using a much larger
volume of sample merchandise and
taking more time to make formal
procurement decisions than other
types of firms. Consequently, when
targeting prospective clients, smaller
scale manufacturers with limited
financial resources may want to
consider the potential short-term
implications of pursuing business
accounts with certain establish-
ments.

To further enhance the likelihood of
securing a contract with a restau-
rant/commercial food service client,
enterprising meat processors should
emphasize direct contact with
prospective customers and seek the
support of business owners when-
ever possible. Survey data indicate
that unsolicited telephone calls are
the single most important method
by which buyers locate new suppli-
ers, followed closely by trade show
participation. Business owners also
appear to play a primary role in
determining menu selections at
many commercial food service
establishments, especially at inde-
pendently owned firms, suggesting
that their support is critical in
determining whether a new meat
product is likely to be adopted.
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...buyers from establishments
not associated with a chain
operation are more likely to
value a business relationship
with a small-scale meat
processing firm because of
the firm's ties to the local
community and its ability to
deliver fresher and/or more
reasonably priced products
than other suppliers.
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Product and Service Preferences by

Market Segment

o provide further insight into
I appropriate marketing strate-

gies for smaller scale meat
processing operations, researchers
examined whether there were sub-
stantial differences in procurement
practices among specific restau-
rant/food service market segments.
As part of this exercise, survey
responses were divided into sub-
groups, based on the reporting
firm’s ownership structure, average
dinner ticket price, and annual sales
volumes per location. The results of
the analysis suggest that individual
segments of the restaurant/com-
mercial food service market can dif-
fer substantially in terms of the
specific product characteristics they
value and the types of services they
are likely to seek from prospective
vendors. Highlighted below are
variables that elicited statistically
significant differences in responses
among subgroups, along with an
evaluation of how meat processors
might want to consider these differ-
ences when approaching new food
service accounts."

Differences in Purchasing Behavior
Associated with Ownership Structure
(Chains Versus Nonchains)

Beyond a shared interest in obtain-
ing the “highest quality” product
(the most important influence on
meat purchasing decisions reported
by both groups), buyers from chain-
affiliated and nonchain commercial
food service establishments report-
ed very different motivations for
selecting a particular meat supplier.
Buyers for chain-affiliated establish-
ments expressed greater interest in
acquiring meat products with dis-
tinctive or unique quality character-

istics and place more value on a
firm’s ability to provide tailored
processing services (such as cus-
tomized trims and portion sizes)
than other food service buyers (fig-
ure 5.1). On the other hand, buyers
from establishments not associated
with a chain operation are more
likely to value a business relation-
ship with a small-scale meat pro-
cessing firm because of the firm’s
ties to the local community and its
ability to deliver fresher and/or
more reasonably priced products
than other suppliers. These differ-
ences in business priorities are
explored in detail in the following
paragraphs.

Importance of customized meat
products greater among chains
than nonchains. Buyers for chain-
affiliated restaurants/commercial
food service operations appear to
use custom-trimmed and portion-
cut meat products more frequently
than other food service buyers and
attribute greater value to custom-
ized meat products than their non-
chain counterparts. Eighty-four
percent of respondents from chain-
affiliated restaurants/food service
operations reported that they pur-
chase custom-trimmed meat prod-
ucts, compared with only 49 per-
cent of buyers from commercial
food service outlets that are not
associated with a chain operation
(figure 5.1). When asked to rank the
importance of custom-trimmed
meat to their business operations,
the response from chain-affiliated
buyers was overwhelmingly posi-
tive. On a 7-point scale, with 1 rep-
resenting “completely unimportant
and 7 representing “completely

»

' P-values indicated a 90-percent chance or better that differences in mean responses were

statistically significant.



Figure 5.1. Restaurant/food service patronage of meat items with

specialized quality characteristics, chain outlets versus nonchain

outlets (in percentages)
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important,” the average score
awarded by chain representatives
was 5.85 points (approaching “very
important”). Moreover, 45 percent
of chain-affiliated respondents
awarded the highest possible score
to this question, indicating that they
consider the availability of custom-
trimmed meat products “completely
important” to the success of their
business. In contrast, nonchain
respondents gave custom-trimmed
meat products an average ranking of
4.56 points on the same 7-point
scale, and only 22 percent indicated
that custom-trimmed meat prod-
ucts were “completely important” to
their business operations, less than
half the percentage reported by
chain-affiliated respondents.

Chain-affiliated buyers also attrib-
ute greater value to product consis-
tency and reported greater use of
portion-cut meat products than
other food service buyers. Two-
thirds of surveyed buyers from
chain-affiliated food service outlets
reported purchasing meat items in
custom portion sizes, compared
with just under half (49 percent) of
other respondents. In confirmation
of this preference, when asked to
rank the primary influences on their
meat purchasing decisions, buyers
from chain-operated establishments
ranked “product consistency” as the
second most important influence on
vendor selection, next only to “buy-
ing the highest quality” product
(figure 5.2). Among buyers from

Two-thirds of surveyed buyers
from chain-affiliated food
service outlets reported
purchasing meat items in
custom portion sizes, compared
with just under half (49
percent) of other respondents.
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Figure 5.2. Influences on meat procurement decisions, chain-operated food
service establishments (total=100 percent)

Figure 5.3. Influences on meat procurement decisions, nonchain food service
establishments (total=100 percent)




nonchain establishments, however,
the importance of “product consis-
tency” trailed behind the impor-
tance of “buying the highest
quality" product, “buying at the
lowest cost,”and “product freshness”
(figure 5.3).

Therefore, a small-scale processing
firm seeking to establish a business
relationship with local restaurants
and other local food service opera-
tors may want to consider the own-
ership structure of the firm when
deciding whether to highlight its
customized processing capabilities.
While the ability of a meat vendor
to provide custom-trimmed meat
cuts would probably be seen as an
asset by both chain-affiliated and
nonaffiliated food service firms,
buyers for chain-operated restau-
rants and other commercial food
service facilities are likely to be
more responsive to a marketing
campaign that emphasizes a suppli-
er’s ability to provide customized
processing services, whether they
involve trimming meat products
according to precise customer spec-
ifications or the ability to provide
meat products in tailored/unique
portion sizes.

Exclusive meat items used more by
chains, but strong interest seen
across food service industry. Use of
meat items with exclusive quality
characteristics appears to be far
more predominant among restau-
rants and food service operations
affiliated with a chain than other
commercial food service establish-
ments. Forty-four percent of buyers
for chain-affiliated food service
establishments reported that they
currently purchase meat items man-
ufactured according to exclusive

recipe formulations or processing
methods. Furthermore, 50 percent
of chain-affiliated buyers indicated
that they had previously worked
directly with a meat manufacturer
to obtain an exclusive or private
label meat product for their restau-
rant or food service facility. In con-
trast, only 17 percent of buyers
from nonchain food service estab-
lishments reported that they pur-
chase meat items manufactured
with exclusive recipe or processing
characteristics, and only 12 percent
had ever worked directly with a
meat manufacturer to develop an
exclusive or private label product.

Even among the relatively few non-
chain commercial food service
establishments that purchase pri-
vate label meat products, the use of
such products appears to be far
more limited than it is among
chain-affiliated firms. Buyers for
nonchain food service establish-
ments reported using fewer than
three private label meat products on
average in their food service opera-
tions, compared with an average of
14 private label meat products
reported by buyers from a chain-
operated restaurant or food service
establishment.

Although chain-affiliated food serv-
ice buyers appear to be far more
familiar with the private label con-
cept than other food service repre-
sentatives at the moment, the
survey data also suggest that buyers
from nonchain establishments find
the concept of obtaining meat
products with exclusive quality
characteristics very attractive. Of
the respondents from nonchain
firms with no previous experience
in purchasing exclusive or private

Use of meat items with
exclusive quality
characteristics appears to be
far more predominant among
restaurants and food service
operations affiliated with a
chain than other commercial
food service establishments.
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The appeal of purchasing
locally produced meat items
appears to be considerably
greater among buyers from
commercial food service
establishments not affiliated
with a chain than among
buyers from chain-operated
establishments.
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label meat products, a clear majori-
ty (53 percent) indicated that they
would be interested in developing
this type of supply relationship. The
level of interest is remarkably simi-
lar to the percentage of respondents
from chain-affiliated firms without
previous private label experience
(57 percent) who expressed the
same sentiments. Consequently,
even though food service establish-
ments that aren’t associated with a
chain may be less familiar with the
private label concept, they may well
represent an important untapped
market for private label and/or
other meat items produced with
exclusive recipes or processing
methods.

Ties to local community more
important to nonchain than
chain-affiliated firms. The appeal
of purchasing locally produced
meat items appears to be consider-
ably greater among buyers from
commercial food service establish-

ments not affiliated with a chain
than among buyers from chain-
operated establishments. Forty-
three percent of respondents from
nonchain firms reported that they
purchase meat items produced in
the local community, compared
with only 14 percent of respondents
from chain-affiliated firms.

Buyers from chain and nonchain
food service establishments also
appear to be deeply divided on the
issue of whether the procurement of
locally produced meat is an asset to
their business operation. When
asked to rank the importance of
purchasing meat items produced in
the local community on a scale of 1
(“completely unimportant”) to 7
(“completely important”), the aver-
age ranking among buyers from
nonchain establishments was 4.32
(between “neutral” and “somewhat
important”). Moreover, the largest
single segment of these respon-
dents—24 percent—indicated a

Figure 5.4. Importance of purchasing meat produced in the local community,

nonchain food service establishments
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Figure 5.5. Importance of purchasing meat produced in the local community,

chain-affiliated food service establishments
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belief that procurement of locally
produced meat items is “very
important” to their business opera-
tion (figure 5.4). In sharp contrast,
the average score submitted by
chain-affiliated respondents on this
question was 2.47 (between “very
unimportant” and “somewhat
unimportant”), while the single
largest segment of chain-affiliated
respondents (47 percent) submitted
a score of 1, indicating that access to
locally produced meat is “complete-
ly unimportant” to the procurement
process (figure 5.5).

The strong divergence of opinion
between representatives of non-
chain and chain-affiliated firms on
the value of local community ties
and the decidedly negative response
of chain-affiliated buyers to pur-
chasing locally produced meat items
suggest that meat processors might
benefit from omitting or deempha-
sizing ties to the local community in
marketing materials and presenta-

Completely
important
5.9%

Completely
unimportant
47.1%

tions geared toward chain-affiliated
customers. While the ability to pro-
cure locally produced meat items
appears to have widespread appeal
among nonchain restaurants and
food service establishments, which
have the ability to capitalize on their
local or regional firm identity by
featuring locally produced items on
their menus, a marketing campaign
that emphasizes the local origin of
meat products may alienate pro-
spective chain-affiliated customers
that operate over a broader geo-
graphic area.

Nonchain firms more interested

in product freshness than chain
affiliates. In addition to embracing
ties to the local community more
strongly than their chain-affiliated
counterparts, respondents from
nonchain restaurants/other com-
mercial food service facilities attrib-
ute greater value to product fresh-
ness than respondents from chain-
affiliated establishments.

In addition to embracing ties
to the local community more
strongly than their chain-
affiliated counterparts,
respondents from nonchain
restaurants/other commercial
food service facilities attribute
greater value to product
freshness than respondents
from chain-affiliated
establishments.

41



...small meat processors may
be able to use their geographic
proximity to local customers
as a significant marketing
advantage, especially among
buyers from independently
owned restaurants and food
service facilities, to the extent
that they have the capacity to
supply fresher meat products
than their competitors.
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When asked to rank the relative
importance of freshness against six
other variables, buyers from non-
chain establishments ranked fresh-
ness as the third most influential
attribute on their meat procure-
ment decisions, compared with a
distant fourth among chain-affiliat-
ed buyers (figures 5.2 and 5.3).
Furthermore, 56 percent of non-
chain respondents that ranked
freshness as a purchasing influence
indicated that they place as much
value on product “freshness” as on
obtaining the “highest quality” meat
products for their business opera-
tion. This finding suggests that
small meat processors may be able
to use their geographic proximity to
local customers as a significant mar-
keting advantage, especially among
buyers from independently owned
restaurants and food service facili-
ties, to the extent that they have the
capacity to supply fresher meat
products than their competitors.

Nonchain firms possibly more
receptive to receiving meat supplies
directly from manufacturers than
chains. Chain-affiliated food service
establishments receive a substantial-
ly greater percentage of their meat
supplies from food distribution
companies than other food service
operations, suggesting that they
may be less familiar with and possi-
bly less receptive to direct deliveries
from local manufacturers. On aver-
age, buyers from chain-affiliated
outlets indicated that they receive
83 percent of their meat supplies
from food distribution companies,
compared with 70 percent among
other surveyed food service buyers
(figures 5.6 and 5.7). Moreover,
about 66 percent of chain-affiliated
buyers indicated that they rely
exclusively on food distribution
companies for meat supplies, com-
pared with 49 percent of buyers
from nonchain food service estab-

Figure 5.6. Sources of meat supplies among chain-operated restaurants/

food service establishments
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Figure 5.7. Sources of meat supplies among nonchain restaurant/

food service establishments

Retail store
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Direct from
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lishments. Therefore, to the extent
that small meat processing firms are
seeking to initiate direct business
transactions with local food service
firms, they may find it more fruitful
to target independently owned and
operated restaurants rather than
chain-affiliated food service estab-
lishments. They may also want to
consider developing a business rela-
tionship with a local or regional
food distribution company in order
to furnish supplies to a broader
range of food service operations
that may resist the idea of direct
deliveries from a manufacturer with
a limited product line.

Nonchain firms more concerned
about cost of raw ingredients than
chain affiliates. Buyers from non-
chain restaurants and commercial
food service outlets appear more
sensitive to the price of raw ingredi-
ents than chain-affiliated buyers,

Other
1.3%

Food
distribution
company
69.7%

despite the fact that average lunch
and dinner ticket prices at these
outlets tend to be higher than those
at chain-operated establishments."
Respondents from nonchain restau-
rants and food service outlets
reported that “buying [merchan-
dise] at the lowest cost” is the sec-
ond most important influence on
their meat procurement decisions,
compared with third among chain-
affiliated buyers (figures 5.2 and
5.3). In addition, 55 percent of
respondents from nonchain firms
that ranked cost as a purchasing
influence indicated that purchasing
merchandise “at the lowest cost” is
equal to or greater than the impor-
tance of obtaining the “highest
quality [meat products].” Only 41
percent of buyers from chain affili-
ates responded similarly. The rela-
tive sensitivity to the cost of raw
ingredients among nonchain firms
suggests that small meat processors

...to the extent that small meat

processing firms are seeking
to initiate direct business
transactions with local food
service firms, they may find
it more fruitful to target
independently owned and
operated restaurants rather
than chain-affiliated food
service establishments.

" The average dinner ticket price at surveyed nonchain restaurants and food service establishments was
$14.46, and the average lunch ticket price was $7.82, compared with an average dinner ticket price of
$10.17 and an average lunch ticket price of $7.56 at chain-operated establishments.
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Buyers from higher priced
establishments are also

more likely to purchase meat
products from a family-run
agribusiness and to advertise
the origin of their meat
products on their menus as a
way to distinguish themselves
in the marketplace.
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seeking to pursue business with
independently owned restaurants
might benefit from emphasizing the
competitive pricing of their mer-
chandise wherever possible and
identifying the savings that buyers
can obtain by purchasing locally
produced merchandise and avoid-
ing long-distance refrigerated ship-
ping costs.

Differences in Purchasing Behavior
Associated with Meal Prices

A breakdown of survey responses
by average dinner ticket price
reveals considerable difference in
the value meat buyers attribute to
the quality and origin of products,
depending on whether they are
associated with expensive or inex-
pensive commercial food service
establishments. As might be expect-
ed, since higher priced establish-
ments cater to a more affluent (and
presumably more demanding)
clientele, their responses show far
greater interest in acquiring meat
products with distinctive or unique
quality characteristics than those
from less expensive establishments.
Buyers from higher priced estab-
lishments are also more likely to
purchase meat products from a
family-run agribusiness and to
advertise the origin of their meat
products on their menus as a way to
distinguish themselves in the mar-
ketplace. For their part, buyers from
less expensive restaurants/commer-
cial food service operations tend to
rely more heavily on vendor-gener-
ated telephone calls as a source of
information about new meat prod-
ucts, making it potentially easier for
smaller businesses to attract their
attention by capitalizing on such
informal contacts. Highlights of the
primary differences in survey

responses associated with differ-
ences in average meal prices are
summarized as follows:

Quality distinctions more
important to establishments

with higher meal prices. Food
service establishments at the high
end of the price range report using
premium quality or exotic meats
far more often than establishments
with less expensive menu prices
(figure 5.8). Among restaurants and
other food service concerns in the
top quartile of average dinner ticket
prices:

+ Sixty-four percent purchase aged
beef products (preferring an
average aging period of 27 days);

+ Fifty-one percent purchase
Certified Angus beef products;

* Thirty-five percent purchase meat
products made from relatively
exotic species (such as buffalo
and venison); and

+ Twenty-two percent purchase
certified organic meats.

At the other end of the spectrum,
food service establishments with
relatively low meal prices generally
indicated little interest in purchas-
ing meat products with distinctive
quality characteristics. Of those
establishments for which average
dinner ticket prices fall within the
lowest quartile of the survey popu-
lation, only:

+ Seventeen percent purchase
Certified Angus beef products;

+ Twelve percent purchase certified
organic meats;

+ Eleven percent purchase aged beef
products (preferring an average



aging period of only 10 days); and

+ None purchase meats from exotic
species.

Figure 5.8 indicates the relative
popularity of premium or exotic
meats among restaurants and other
commercial food service in various
price categories. While increases in
average dinner ticket prices are not
consistently associated with increas-
es in demand for these specialty
meat products, the graph under-
scores the degree to which menu
price and interest in quality distinc-
tions are related.

Since the appeal of premium
quality and exotic meats appears

to be largely concentrated within

a relatively narrow segment of the
restaurant/commercial food service
industry, small meat processing
firms that wish to market a premi-
um quality or exotic product line
may find a more receptive audience
if they specifically target buyers
from high-end food service estab-
lishments.

Higher priced establishments more
inclined to establish private label
supply relationships. Buyers from
expensive restaurants/commercial
food service outlets with no previ-
ous experience in acquiring private
label products expressed far greater
interest in working directly with a
meat manufacturer to develop pri-
vate label meat items for their food
service operations than their peers
from less expensive establishments.
Of those buyers that had not previ-
ously purchased private label prod-
ucts, 78 percent from establish-
ments in the top quartile of average
dinner ticket prices reported that
they would be interested in devel-
oping a private label supply rela-
tionship with a meat manufacturer,
compared with 50 percent in the
third quartile, 53 percent in the sec-
ond quartile, and 44 percent in the
first quartile. Therefore, while inter-
est in private label supply relation-
ships appears to be abundant across
the commercial food service sector,
expensive establishments can be
expected to respond more favorably
than less expensive establishments

Figure 5.8. Patronage of highly differentiated/exotic meat

products, by average dinner ticket price category (in percentages)
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Food service establishments at
the high end of the price range
report using meat products
with premium quality or exotic
meats far more often than
establishments with less
€XPENsive menu prices.
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The survey results reveal a
strong association between
average ticket prices and the
likelihood that a food service
operation advertises the origin
of its meat products on its
menus.
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Figure 5.9. Frequency of meat brand/origin advertising on

menus, by average dinner ticket price category (in percentages)
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to a marketing campaign that
emphasizes a processor’s ability to
supply private label meat products.

Expensive restaurants/food service
businesses more likely to use product
origin as a marketing tool. The sur-
vey results reveal a strong associa-
tion between average ticket prices
and the likelihood that a food serv-
ice operation advertises the origin
of its meat products on its menus.
Nearly one-third of surveyed food
service establishments in the top
quartile of average dinner ticket
prices noted that they routinely
advertise the origin or brand name
of meat products they use, twice the
percentage that responded positive-
ly to this question in any of the
other quartiles (figure 5.9).

The fact that such a large number of
higher priced food service opera-
tions tend to advertise the origin of
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I Does not advertise brand name/origin

meat products on their menus may
also help explain their apparent
receptiveness toward meat supplies
manufactured by small businesses.
Twenty-nine percent of surveyed
restaurants and food service estab-
lishments in the top quartile of din-
ner ticket prices indicated that they
purchase meat products manufac-
tured by a family-run agribusiness,
once again more than twice the per-
centage of firms in the other quar-
tiles that reported making such
purchases (figure 5.10). Moreover,
this percentage does not take into
account those firms that might be
inclined to purchase meat items
manufactured by a small/family-run
processing firm if they knew such
items were available locally.

Small meat processors seeking to
penetrate the commercial food serv-
ice market should take some com-



Figure 5.10. Percentage of firms purchasing meat products

from family-run processing firms, by average dinner ticket

price category
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fort from these survey results, since
they appear to indicate that, at least
among higher priced establish-
ments, there is recognition that
acquiring meat products from a
family-run business may convey
some marketing advantages by
enabling them to distinguish their
menu offerings from the competi-
tion. However, given the strong con-
centration of interest in purchasing
meat items from family-run busi-
nesses among more expensive
restaurants and food service opera-
tions, as seen in figure 5.10, any
marketing campaign that attempts
to emphasize a vendor’s connection
to a family-run/small-scale
agribusiness would probably be
most successful when targeted at
upscale establishments.

Different sources of information
used by higher and lower priced
establishments to find new meat
suppliers. The methods that com-
mercial food service buyers general-
ly use to locate new meat suppliers
seem to differ according to the aver-

% Does not patronizes family-run firms

age meal prices at their establish-
ments. Among the lowest priced
rung of restaurants/commercial
food service operations, for exam-
ple, unsolicited telephone calls from
vendors appear to be the chief way
that buyers learn about new supply
sources. Respondents from outlets
with average dinner ticket prices in
the lowest price quartile reported
that they found new meat suppliers
through vendor-generated tele-
phone calls about 44 percent of the
time, twice the frequency reported
by respondents from firms in the
top price tier (figure 5.11).

In contrast, while mailed solicita-
tions were relatively ineffective in
influencing buyer behavior across
all price categories, representatives
from outlets in the highest average
dinner ticket price category were
notably more responsive to mailed
solicitations than any other group
of buyers. On average, respondents
from food service outlets within the
highest quartile of average dinner
ticket prices indicated that they

Small meat processors seeking
to penetrate the commercial
food service market should
take some comfort from these
survey results, since they
appear to indicate that, at
least among higher priced
establishments, there is
recognition that acquiring
meat products from a family-
run business may convey some
marketing advantages by
enabling them to distinguish
their menu offerings from the
competition.
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Figure 5.11. Typical channels used to identify new meat suppliers, by average dinner ticket price

(by percentages)
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Respondents from outlets
with average dinner ticket
prices in the lowest price
quartile reported that they
found new meat suppliers
through vendor-generated
telephone calls about 44
percent of the time, twice
the frequency reported by
respondents from firms in the
top price tier.

learn about new meat suppliers
from mailed solicitations more than
8 percent of the time, compared
with only 2 percent of the time
among buyers from food service
outlets in the lowest price category.

These findings suggest that meat
processors trying to establish a busi-
ness relationship with commercial
food service customers may benefit
from adjusting the formality or
informality of their initial market-
ing approach to prospective clients
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based on the nature of the estab-
lishments. On balance, buyers from
establishments that offer less
expensive meals appear to respond
more favorably than other com-
mercial food service buyers to
unsolicited telephone contacts with
prospective vendors, while more
expensive establishments appear to
respond more favorably to more
formal marketing presentations by
prospective vendors, such as trade
show exhibits and mailed informa-
tion.



Differences in Purchasing Behavior
Associated with Sales Volume

Given the extensive overlap in the
survey population between com-
mercial food service establishments
with expensive meal prices and
establishments with hefty sales vol-
umes, it is not surprising that meat
buyers from both types of firms
exhibit many similar characteristics
in their purchasing behavior.” Two
characteristics that are both posi-
tively associated with increased sales
per location and with more expen-
sive dinner ticket prices are the use
of various premium meat products
(e.g., aged beef, meat made from
exotic species) and the likelihood
that a firm will advertise the brand
or origin of meat products on
restaurant menus. Nevertheless, an
analysis of survey responses by
annual level of store sales also
reveals several differences in prod-
uct and service preferences that
were not evident when the same
responses were analyzed by average
dinner ticket price. Chief among
these are differences in the:

* Importance attributed to “pur-
chasing the highest quality,”
“product consistency,” and “cost
of ingredients” when making
meat purchasing decisions;

* Value attributed to custom trim-
ming and other tailored/exclusive
product specifications;

* Procedures used, period of time,
and volume of merchandise
required to complete test market-
ing programs; and

+ Demand for low/reduced-fat and
low/reduced-sodium meat prod-
ucts.

Importance of product quality
influenced by sales volume. Even
though “buying the highest quality”
product is the most important
influence on meat product/vendor
selection reported by commercial
food service firms in all sales cate-
gories, the relative importance
attributed to purchasing top quality
meat product appears to rise in line
with increases in the average level of
annual store sales. Among buyers
from firms with average annual
store sales of more than $2 million
(approximately 22 percent of the
survey population), more than 50
percent of influence on meat pur-
chasing decisions is attributed to a
desire to purchase “the highest qual-
ity” product available. However,
among representatives of firms with
average annual store sales below $2
million, the relative importance of
buying “the highest quality” prod-
ucts declines to around 30 percent
(figure 5.12).

Interest in obtaining meat products
with uniform quality characteristics
also appears to be decidedly
stronger among buyers from com-
mercial food service establishments
with relatively high sales levels. On
average, respondents from firms
with average annual store sales of
more than $500,000 attribute
around 19 percent of the influence
behind their meat purchasing deci-
sions to a desire for “product consis-

Among buyers from firms
with average annual store
sales of more than $2 million
(approximately 22 percent of
the survey population), more
than 50 percent of influence
on meat purchasing decisions
is attributed to a desire to
purchase “the highest quality”
product available.

2 Average dinner ticket prices were $9.08 among restaurants/commercial food service firms with average
annual sales per location of under $500,000, compared with $13.51 among firms with annual store
sales between $500,000 and $2 million and $20.20 among firms with annual store sales in excess of

$2 million.
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Figure 5.12. Relative
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establishments with greater
than average sales volumes
per store appear to exhibit
somewhat stronger interest
in acquiring customized or
exclusive meat products
than their competitors.
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tency.” However, among representa-
tives of firms with average annual
store sales below $500,000, the rela-
tive influence of product consisten-
cy on meat procurement decisions
averages only 13 percent.

On the other end of the spectrum,
meat buyers from commercial food
service establishments with relative-
ly low sales volumes appear to
exhibit greater interest in contain-
ing the cost of raw ingredients than

40% 50% 60%

[ Over $2 million

buyers from establishments that
generate more revenue. While buy-
ers from commercial food service
firms with annual store sales below
$500,000 attribute 21 percent of the
influence on their meat purchasing
decisions to an interest in purchas-
ing products “at the lowest cost,”
buyers from firms with average
annual store sales in excess of $2
million attribute only 10 percent of
the influence on their meat pur-
chasing decisions to such cost con-
siderations.



Figure 5.13. Demand for tailored/exclusive meat products, by

average level of store sales
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Among surveyed buyers that do not use private label meat products, more than
50 percent of buyers from firms with average annual store sales in excess of $2
million and more than a third of buyers from firms with average annual store

sales between $500,000 and $2 million reported that they would be interested

in developing a private label meat product with a manufacturer.

Consequently, when developing
appropriate marketing materials,
prospective suppliers of meat prod-
ucts to the commercial food service
sector may want to reflect on the
specific concerns of their target
audience and consider how the sales
levels of targeted establishments
might affect their interest in partic-
ular goods and services. Survey
results suggest that an emphasis on
superior product quality and, to a
lesser degree, uniform quality char-
acteristics would be especially

appealing to firms with relatively
high levels of revenue per location,
while establishments with smaller
sales turnover would probably be
more responsive to a marketing
campaign that emphasizes competi-
tively priced merchandise.

Demand for tailored/exclusive
meat products stronger among
top earning food service outlets.
Commercial food service establish-
ments with greater than average
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...smaller meat manufacturers
would appear to be especially
well suited to develop exclusive
supply relationships with
smaller commercial food
service outlets that are
interested in private label
meat products, as such firms
may have difficulty obtaining
such highly customized
processing services from larger
manufacturing concerns.
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sales volumes per store appear to
exhibit somewhat stronger interest
in acquiring customized or exclu-
sive meat products than their com-
petitors. As illustrated in figure
5.13, the percentage of commercial
food service buyers reporting pur-
chases of custom-trimmed and pri-
vate label meat products is highest
among representatives of firms that
generate more than $2 million per
year in average store sales. None-
theless, the concentration of
demand among top revenue-gener-
ating establishments appears to be
far more pronounced for private
label products than for custom-
trimmed products. In fact, buyers
from commercial food service firms
with average annual store sales
below $500,000 reported greater use
of custom-trimmed meat products
than firms with average annual sales
volumes per store between $500,000
and $2 million (56 percent versus
45 percent).

The strong demand for custom-
trimmed meat products among
buyers from firms with relatively
low sales volumes may reflect their
deep concern for controlling opera-
tional expenses. Even though a cus-
tom-trimmed meat product may be
more expensive to purchase on a
dollar-per-pound basis, it may actu-
ally prove more cost effective to use
such a product in a commercial
kitchen because it requires less
preparation before serving.
Therefore, prospective suppliers
wishing to offer their customized
meat processing services to the
commercial food service sector may
want to identify specific ways in
which their tailored meat products
can be expected to save commercial
clients money by eliminating waste

and reducing labor costs, especially
when courting smaller establish-
ments.

In contrast, purchases of private
label meat products are highly con-
centrated among commercial food
service firms with average store sales
of more than $2 million per year.
More than 37 percent of responding
firms with average annual store sales
in excess of $2 million indicated
that they already use some private
label meat products in their busi-
ness operation, compared with only
19 percent of firms with average
annual store sales between $500,000
and $2 million and fewer than 10
percent of firms with average annu-
al store sales below $500,000 (figure
5.13).

Although relatively few commercial
food service buyers in the survey
population reported engaging in
private label transactions, small
meat manufacturers capable of
offering exclusive processing servic-
es to commercial food service
clients can be encouraged by the
survey results. More than 60 percent
of buyers from firms with average
annual store sales in excess of
$500,000 and more than 40 percent
of buyers from firms with average
annual store sales below $500,000
reported that they would be inter-
ested in developing a private label
meat product with a manufacturer,
despite their lack of experience with
private label meat purchases. The
widespread interest among meat
buyers in developing private label
supply relationships with a manu-
facturer, regardless of the size of
their establishment, suggests that
the market for private label meat
products among commercial food



service clients may be far broader
than current use alone would indi-
cate. Indeed, smaller meat manufac-
turers would appear to be especially
well suited to develop exclusive sup-
ply relationships with smaller com-
mercial food service outlets that are
interested in private label meat
products, as such firms may have
difficulty obtaining such highly cus-
tomized processing services from
larger manufacturing concerns.

Retail outlets with large sales
volumes slower to adopt new meat
products. Meat processors interest-
ed in approaching commercial food
service establishments with relative-

ly large sales volumes should be
aware that such establishments tend
to demand significantly greater vol-
umes of free samples from prospec-
tive vendors and take longer to
adopt new meat products than food
service establishments with fewer
sales. Surveyed restaurants and
other commercial food service
operations with annual store sales
in excess of $2 million reported that
their test marketing programs take
an average of 6.2 weeks, twice as
long as the average test marketing
program (3.1 weeks) at food service
operations with annual sales below
$500,000. Consequently, buyers
from restaurants and other food

More than 60 percent of
buyers from firms with
average annual store sales in
excess of $500,000 and more
than 40 percent of buyers from
firms with average annual
store sales below $500,000
reported that they would be
interested in developing a
private label meat product
with a manufacturer, despite
their lack of experience with
private label meat purchases.

Figure 5.14. Demand for meat quality characteristics, by average annual sales volume (in percentages)
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service establishments with relative-
ly large store sales volumes tend to
demand larger quantities of sample
merchandise from prospective sup-
pliers than other commercial food
service buyers, as they typically take
longer to complete test marketing
programs. Among restaurants and
other commercial food service
establishments with annual store
sales volumes under $500,000, sur-
veyed buyers reported that they
usually need 28 pounds of free sam-
ple merchandise on average before
deciding to adopt or reject a new
meat product. In contrast, buyers
from restaurants and other com-
mercial food service establishments
with annual store sales volumes of
more than $2 million reported that
they usually need about 95 pounds
of sample merchandise before mak-
ing a final purchasing decision.

To some degree, this discrepancy

in sample requirements may be
explained by the greater likelihood
that retail food service outlets with
high sales volumes will introduce
new meat products at multiple test
locations rather than one retail
store. Forty-five percent of surveyed
buyers from commercial food serv-
ice operations with annual store
sales of more than $2 million indi-
cated that their firm evaluates con-
sumer reaction to new meat pro-
ducts by introducing the item in
multiple test locations, compared
with only 12 percent of establish-
ments with annual store sales below
$500,000. (In the survey popula-
tion, 61 percent of establishments
with annual store sales of more than
$2 million were associated with
firms that operated more than one
store, compared with only 17 per-
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cent of establishments with annual
store sales below $500,000.)

Demand for healthful versions of
meat products stronger among
outlets with lower sales volumes.
Respondents from restaurants and
other commercial food service
establishments with relatively low
sales volumes per store reported far
greater use of low/reduced-fat and
low/reduced-sodium meat products
than restaurants/commercial food
service establishments with larger
volumes of store sales. A majority
(57 percent) of surveyed buyers
from commercial food service retail
outlets with sales below $500,000
per year reported purchasing
low/reduced-fat meat products for
their food service operation, com-
pared with approximately a third of
surveyed buyers from firms with
sales between $500,000 and $2 mil-
lion and a quarter of surveyed buy-
ers from firms with sales above $2
million (figure 5.14). Represen-
tatives from these three groups also
revealed similar differences in
behavior with respect to consump-
tion of low/reduced-sodium meat
products. While more than a third
(38 percent) of surveyed buyers
from firms with sales below
$500,000 indicated that they
purchase low/reduced-sodium
meat products, this percentage
drops to 17 percent among buyers
from firms with annual sales in
excess of $2 million.

One possible explanation of the
sizable variation in use of low/
reduced-fat and low/reduced-sodi-
um meat products observed across
sales categories may relate to the
relative importance of cured and
highly processed meat products,

such as frankfurters, sausages, and
cold cuts, among particular seg-
ments of the commercial food serv-
ice industry. Relatively inexpensive
casual restaurants, such as deli-
catessens, sandwich/bagel shops,
and bar and grills, are more likely to
feature frankfurters, sausages, and
cold cuts as menu staples than more
formal dining establishments and,
therefore, might be more predis-
posed to offer low/reduced-fat and
low/reduced-sodium versions of
these products on their standard
menus more frequently than other
retail outlets. Also, restaurants spe-
cializing in certain types of food in
which cured/processed meats are an
integral part of the cuisine, such as
Cajun/Creole cooking, might be
more likely than other establish-
ments to offer low/reduced-fat and
low/reduced-sodium alternatives to
their standard fare.

Figures 5.15 and 5.16 illustrate

the profound differences in low/
reduced-fat and low/reduced-sodi-
um meat product use among
restaurants and other commercial
food service establishments, based
on the types of cuisine they serve.
While half or more of surveyed deli-
catessens; sandwich/bagel shops; bar
and grills; and restaurants specializ-
ing in seafood, Cajun/Creole,
Mexican-American, or Asian cuisine
reported using low/reduced-fat
meat products in their food opera-
tions, this percentage drops to less
than 30 percent among steakhouses
and restaurants specializing in
Italian or continental/French food.

The distribution of low/reduced-
sodium meat product use among
restaurants and other commercial
food service operations by cuisine



type is similar to that for low/
reduced-fat meat products,
although the total percentage of
food service establishments that
reported purchasing low/reduced-
sodium meat products (40 percent)
is considerably smaller than the
percentage reporting purchasing
low/reduced-fat meat products
(24 percent). Once again, a greater
percentage of delicatessens; sand-
wich/bagel shops; and Cajun/

Figure 5.15. Breakdown of low/reduced-fat product use, by cuisine type

Creole, seafood, and Asian restau-
rants are predisposed to use low/
reduced-sodium meat products,
while relatively few, if any, steak-
houses, continental/French, and
Italian restaurants demonstrate
interest in these types of products.
The most dramatic exception to this
rule involves food service establish-
ments that serve both Mexican and
American food. More than half of
those restaurants that described
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themselves as serving both Mexican
and American food reported pur-
chasing low/reduced-fat meat prod-
ucts, while none reported purchas-
ing low/reduced-sodium meat
products. There are significant
discrepancies as well between the
reported use of low/reduced-
sodium meat products and low/
reduced-fat meat products at
restaurants serving southern/
country and Mexican cuisine.

For small manufacturing companies
that wish to showcase their
low/reduced-fat and low/reduced-
sodium meat products, the message
conveyed by the survey data is clear;
they can expect to be more prof-
itable in their marketing efforts if
they focus on segments of the com-
mercial food service sector in which
demand for these specialty products
is most highly concentrated.
Informal restaurants, such as deli-
catessens, sandwich/bagel shops,

Figure 5.16. Breakdown of low/reduced-sodium product use, by cuisine type




and bar and grills, along with
restaurants specializing in
Cajun/Creole and Asian cuisine,
appear to offer some of the
strongest marketing potential for
low/reduced-fat and low/reduced-
sodium meat products.

Differences in Purchasing Behavior
Associated with Cuisine

The importance attributed to spe-
cific quality characteristics and ven-
dor services by commercial food
service buyers appears to vary con-
siderably depending on the type of
cuisine served at their respective
firms. While certain types of restau-
rants/food service establishments,
such as steakhouses, prize the ability
to receive premium and customized
meat products, other sectors of the
industry, such as Mexican restau-
rants, have relatively little use for
premium or customized meat prod-
ucts but use meat items manufac-
tured in the local community much
more frequently than other com-
mercial food service operations.
Provided below is an analysis of the
survey data by cuisine type, focus-
ing on those cuisines most heavily
represented in the survey popula-
tion so prospective vendors of local-
ly manufactured specialty meat
products might better understand
how a restaurant’s choice of cuisine
appears to influence product and
vendor selection.

Mexican restaurants. Mexican
restaurants, the most prevalent cui-
sine type in the survey population
(with 41 observations), offer a
mixed blessing to the small manu-
facturer of meat products. While
survey data suggest that buyers
from Mexican restaurants are more
sensitive to the cost of raw ingredi-

ents—and place less value on supe-
rior product consistency or premi-
um merchandise—than other
commercial food service establish-
ments, they also tend to purchase
meat supplies from the local com-
munity more frequently than other
restaurant/commercial food service
buyers and place greater value on
access to products manufactured
according to traditional methods or
recipes. As illustrated in figure 5.17,
surveyed buyers from Mexican
restaurants differ considerably from
representatives of other commercial
food service establishments in the
importance they attribute to receiv-
ing customized or premium quality
meat products from suppliers.
Unlike surveyed buyers from non-
Mexican restaurants, who rate
“product consistency” as the second
most important influence on ven-
dor selection, next only to obtaining
the “highest quality” product,
Mexican restaurant buyers rank
“lowest cost” and “freshness” ahead
of “product consistency.”

Another indication that Mexican
restaurant buyers may be more con-
cerned about the cost of raw ingre-
dients than meat quality is the fact
that they appear to be less insistent
on viewing product samples during
an initial sales appointment than
buyers from most other food service
establishments. Only 45 percent of
buyers from Mexican restaurants
and 37.5 percent of respondents
from restaurants that serve both
Mexican and American food report-
ed that it would be desirable for a
prospective vendor to bring meat
product samples to an initial sales
appointment, compared with 63
percent of respondents from other
food service concerns.

Mexican restaurants have
relatively little use for
premium or customized meat
products but use meat

items manufactured in the
local community much more
frequently than other
commercial food service
operations.
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Figure 5.17. Relative influence of product and service attributes in meat purchasing decisions,

Mexican versus non-Mexican restaurants (total=100 percent)
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Representatives of Mexican restau-
rants also reported less frequent use
of premium meat products, such as
aged beef or Certified Angus beef,
than other commercial food service
buyers. Eighteen percent of Mexican
restaurant buyers reported purchas-
ing aged beef, compared with 36
percent of non-Mexican restaurant
buyers, while only 15 percent of
Mexican restaurant buyers reported
purchasing Certified Angus beef
items for their establishments,
compared with 30 percent of
non-Mexican restaurant buyers.
Therefore, the Mexican restaurant
sector would not appear to be the
most promising market for those
meat suppliers wishing to appeal to
restaurant clients on the basis of
their ability to offer customized
services and/or premium quality
merchandise.
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The overriding importance of the
cost of goods to surveyed Mexican
restaurant buyers may be related to
their association with smaller and
less expensive retail outlets, making
it more difficult for them to absorb
increases in their operational ex-
penses. Seating capacity at surveyed
Mexican restaurants average only
130 seats, compared with 192 seats
at non-Mexican restaurants, while
average ticket prices at Mexican
restaurants are $6.06 for lunch and
$8.07 for dinner, compared with
$8.22 and $14.90 at non-Mexican
restaurants.

Even though the cost of goods
appears to be an important consid-
eration to buyers from Mexican
restaurants, prospective small ven-
dors should take heart from the fact
that Mexican restaurants also seem
to place greater value than other



firms on ties to the local communi-
ty. Sixty-one percent of surveyed
Mexican restaurant buyers reported
that they currently purchase meat
items from local sources, nearly
twice the percentage of buyers from
non-Mexican restaurants/commer-
cial food service concerns (38 per-
cent) that reported such trans-
actions. Forty-four percent of
respondents from Mexican restau-
rants also reported that they pur-
chase meat supplies because the
manufacturer uses traditional pro-
duction methods or recipes, com-
pared with 30 percent of respon-
dents from other firms (figure 5.18).
These findings suggest that local
meat processing firms with a repu-
tation for producing high-quality
meat products using traditional
methods or recipes might well
appeal to Mexican restaurant buy-
ers, especially if the delivered price
of these meat products is competi-
tive with alternative sources of sup-

ply.

Another distinctive characteristic

of Mexican restaurants that emerges
from the survey data is that they
appear far less likely to advertise the
origin or brand name of meat prod-
ucts than most restaurants/com-
mercial food service establishments.
Only 2.5 percent of respondents
from Mexican restaurants indicated
that their company advertises the
brand name or origin of meat prod-
ucts on restaurant menus, com-
pared with 19 percent of respon-
dents from other food service
operations (figure 5.19). In some
aspects, the widespread disregard
for product origin among Mexican
restaurant buyers may be a market-
ing advantage to the novice restau-
rant supplier, as these buyers may be

more tolerant of obtaining mer-
chandise from vendors whose prod-
ucts are not well known to local
consumers. Nonetheless, this find-
ing also suggests that Mexican
restaurant buyers may have less
interest than most restaurant/food
service purchasing agents in paying
a premium for specialty meat prod-
ucts merely because of their place of
origin or local following.

Once buyers from Mexican restau-
rants agree to test a new meat prod-
uct on a trial basis, they are more
likely than buyers from other
restaurants/food service establish-
ments to try the product in multiple
test locations. Thirty-six percent of
respondents from Mexican restau-
rants reported that they introduce
new meat items to customers by test
marketing in multiple locations,
compared with only 19 percent of
respondents in general. Conse-
quently, prospective suppliers to this
sector should be aware that they
may be expected to provide their
customers with somewhat greater
than average volumes of free sample
merchandise for these product tri-
als. The average volume of sample
merchandise that representatives of
Mexican restaurants reported need-
ing for each new product introduc-
tion is 86 pounds, more than twice
the volume reported by non-
Mexican restaurants in the survey
population.

Steakhouses. Steakhouses, the third
most prevalent cuisine type in the
survey population (21 observa-
tions), represent an especially
promising marketing channel for
local manufacturers of premium
quality meats.” Not only do steak-
houses report considerably greater

" Survey population includes five restaurants that describe themselves as specializing in steak and

another type of cuisine.

Forty-four percent of
respondents from Mexican
restaurants also reported that
they purchase meat supplies
because the manufacturer uses
traditional production methods
or recipes, compared with 30
percent of respondents from
other firms.
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use of various high-value beef prod-
ucts than other commercial food
service establishments, but a sizable
percentage of representatives from
steakhouses report that they already
purchase most, if not all, of their
meat supplies directly from manu-
facturers, suggesting that they may
be more receptive than average to
direct business relationships with
local meat processing firms.

Figure 5.18. Percentage of restaurants/commercial food service establishments that purchase
meat supplies manufactured according to traditional production methods/recipes, by cuisine type

The importance of product quality
among steakhouse buyers is most
apparent with respect to their inter-
est in meat products with premium-
quality characteristics. Seventy- five
percent of respondents from steak-
houses indicated that they buy aged
beef for their restaurant, nearly
three times the percentage of buyers
from other restaurants/commercial
food service establishments (27 per-




Figure 5.19. Percentage of restaurants/commercial food service establishments
that advertise brand names/origins of meat products on menus, by cuisine type
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steakhouse buyers reported pur- population (next to Continental/
chasing Certified Angus beef for French restaurants), steakhouses
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only 24 percent of buyers from the average commercial food service
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mercial food service outlets. ity ingredients and pass along those
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As the restaurant sector

with the largest average
seating capacity (323 seats)
and second highest average
dinner price ($24.91) in the
survey population (next to
continental/French
restaurants), steakhouses
may well have more flexibility
than the average commercial
food service operation to pay
for premium quality
ingredients and pass along

those costs to their customers.
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service outlets is only 160 seats, and
the average dinner ticket price
$11.96.) In apparent reflection of
their exceptional concern for prod-
uct quality and need to satisfy a dis-
criminating, relatively affluent
customer base, steakhouse buyers
appear to take longer on average
than buyers of any other cuisine
type in the survey population to
decide on a new meat item. Testing
and evaluating a new meat product
at steakhouses was reported to take
an average of 7.5 weeks, compared
with only 4.2 weeks among the rest
of the survey population.

Along with their gravitation toward
premium quality merchandise,
steakhouses appear unusually open
to receiving meat products directly
from a manufacturer rather than a
full-line food distributor. On aver-
age, steakhouses reported obtaining
a far greater percentage of their
meat supplies (42 percent) directly
from a manufacturer than any other
type of restaurant; among other
survey respondents, the average
market share for manufacturers is
only 18 percent. Prospective ven-
dors should note, however, that
most steakhouses appear to either
purchase all of their meat supplies
directly from manufacturers or
none at all, with relatively few firms
obtaining meat products from both
manufacturers and food distribu-
tion companies simultaneously. Of
the 21 respondents in the steak-
house category, 6 respondents (29
percent) reported that they pur-
chase all of their meat directly from
manufacturers, 10 respondents (48
percent) reported that they pur-

chased no meat from manufactur-
ers, and only 5 respondents (24 per-
cent) reported that they use
multiple supply channels. There-
fore, the ability to provide coverage
for a steakhouse’s entire meat
requirements appears to be impor-
tant in establishing successful direct
marketing relationships.

Other cuisines. While buyers from
Mexican restaurants and steakhous-
es exhibit the most distinctive
behavior with respect to meat pur-
chasing habits and preferences, the
data also reveal isolated areas of dis-
tinctiveness for other major cuisine
types in the survey population.
Listed below are some specific
product and service preferences that
appear to be associated with other
major cuisine types in the survey
population, although these respons-
es are not necessarily statistically
significant.

American. Restaurants specializing
in American food (36 observations)
appear to be especially promising
for meat manufacturing firms seek-
ing to establish private label pro-
grams with commercial food service
clients but offer few opportunities
to firms hoping to appeal to restau-
rant/commercial food service cus-
tomers based on their local
reputation or existing customer fol-
lowing. Respondents from self-
described “American” restaurants
who had previously participated in
private label programs reported
using a far greater number of pri-
vate label meat items than the aver-
age restaurant/commercial food
service establishment, purchasing



an average of 18.5 private label meat
items, compared with an overall
average of 5.2 items among buyers
from non-American restaurants.
Buyers from American restaurants
also reported the second lowest use
of meat products manufactured in
the local community (19 percent,
compared with 41 percent of non-
American restaurants) and the sec-
ond lowest use of products with a
strong local or ethnic following (12
percent, compared with 24 percent
of non-American restaurants).

Asian. Asian restaurants (13 obser-
vations) stand out to the extent that
they provide unusually strong mar-
keting opportunities for the manu-
facturer of low/reduced-sodium
meat products; 44 percent of Asian
restaurant buyers reported purchas-
ing low/reduced-sodium meat
products, compared with 23 percent
of respondents from non-Asian
restaurants. Smaller manufacturing
concerns may also be encouraged by
the fact that Asian restaurants gen-
erally take less time to evaluate
whether they want to adopt a new
meat item than most commercial
food service outlets. Test marketing
procedures average only 2.5 weeks
at Asian restaurants, compared with
4.7 weeks among the rest of the sur-
vey population, suggesting that
Asian restaurants may not require
as much free merchandise for sam-
pling purposes and may impose less
of a financial burden on smaller
vendors wishing to establish sales
accounts with commercial food
service customers.

For the manufacturer that seeks to
establish a private label program
with restaurant clients, however,
Asian restaurants offer fewer mar-
keting opportunities than most
restaurant firms. Only 11 percent of

buyers from Asian restaurants
expressed interest in developing a
private label program with a meat
manufacturer if they didn’t already
have one in place (compared with
57 percent of the remaining survey
population). Prospective marketers
to Asian restaurants should also be
aware that Asian restaurant buyers
appear to be more satisfied than
most firms with their ability to
receive desired merchandise from
their current suppliers of meat and
are especially concerned about
receiving dependable delivery serv-
ices from their purveyors, which
may make it more difficult for new
vendors to establish direct market-
ing relationships. None of the sur-
veyed buyers from Asian restau-
rants indicated that they had any
difficulty obtaining desired meat
supplies through their current dis-
tribution channels, compared with
13 percent of respondents from
non-Asian restaurants. They also
attributed more importance to reli-
able delivery services than most
restaurant buyers; among respon-
dents from Asian restaurants, deliv-
ery issues account for 12 percent of
the influence on vendor selection,
compared with only 8 percent
among other survey respondents.

Italian. Italian restaurants (11
observations) exhibit considerably
stronger demand for exotic and rit-
ually slaughtered meat products
than the average commercial food
service establishment and place
greater value than average on pur-
chasing products with a strong local
or ethnic following, factors that may
make it easier for the smaller
processor of these specialty meat
items to find a receptive audience.
Thirty-three percent of buyers from
Italian restaurants reported pur-

Respondents from self-
described “"American”
restaurants...reported using

a far greater number of private
label meat items than the
average restaurant/commercial
food service establishment,
purchasing an average of 18.5
private label meat items,
compared with an overall
average of 5.2 items among
buyers from non-American
restaurants.
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Thirty-three percent of buyers
from ltalian restaurants
reported purchasing meats
from exotic species, and 29
percent reported purchasing
Kosher or Halal-slaughtered
meats, the highest percentage
recorded in any individual
restaurant segment and far
greater than the average
frequency of use reported by
respondents from non-ltalian
restaurants (12 and 7 percent,
respectively).
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chasing meats from exotic species,
and 29 percent reported purchasing
Kosher or Halal-slaughtered meats,
the highest percentage recorded in
any individual restaurant segment
and far greater than the average fre-
quency of use reported by respon-
dents from non-Italian restaurants
(12 and 7 percent, respectively).
Italian restaurants as a group also
expressed the second greatest degree
of interest in purchasing meat prod-
ucts that had a strong local or eth-
nic following; 43 percent of buyers
from Italian restaurants reported
purchasing meat products in this
category, compared with 26 percent
of the rest of the survey population.

Buyers from Italian restaurants are
also more receptive to indirect sales
solicitations than most survey
respondents, suggesting that they
might be more open than average to
working with new or unknown
meat suppliers. On average, buyers
from Italian restaurants reported
learning about new meat suppliers
through print advertisements in
trade journals or by sales brochures
sent by mail or facsimile 24 percent
of the time, more than twice as fre-
quently as buyers from other types
of restaurants.

Nonetheless, Italian restaurants
appear to have less experience than
most commercial food service
establishments with procuring meat
products directly from a manufac-
turer and may be somewhat more
reluctant than average to engage in
a direct marketing relationship with
a small meat processing firm. Res-
pondents from Italian restaurants
reported that they use a full-service
food distribution company for 92
percent of their meat supplies on

average, compared with 71 percent
among buyers from non-Italian
restaurants, and only 2 out of the 11
respondents from Italian restau-
rants indicated that they purchase
meat supplies from any source
other than a full-service food distri-
bution company. Therefore, small
meat processing firms that seek to
develop direct marketing relation-
ships with Italian restaurants may
be well advised, when approaching
prospective clients from Italian
restaurants, to emphasize the cus-
tomer service side of their business,
such as the reliability, frequency,
and customized timing of their
delivery services and their ability to
respond quickly when inventories
need to be replenished. They may
also want to consider developing a
business relationship with a local or
regional food distribution company
to help overcome resistance to the
direct delivery concept.

For those meat processing firms
hoping to appeal to restaurant/com-
mercial food service clients through
their ability to supply meat prod-
ucts in customized or unique por-
tion sizes, however, Italian restau-
rants offer limited sales prospects.
Only 14 percent of buyers from
Italian restaurants indicated that
they purchase meat products in
customized or unique portion sizes,
compared with 54 percent of buyers
from non-Italian restaurants.

Bar and grill. Responses from bar
and grill restaurants (eight observa-
tions) are distinctive because of the
exceptional importance buyers from
these establishments attribute to
uniform, customized, and low/
reduced-fat meat products, com-
pared with other restaurant seg-
ments. When selecting a new meat



supplier, bar and grill restaurants
rank access to meat products with
consistent quality characteristics
nearly as important as access to
high-quality meat products. Among
respondents from bar and grill
restaurants, access to consistent
meat products accounts for 35 per-
cent of the influence on meat ven-
dor selection, while 36 percent of
the influence is attributed to the
ability to purchase the “highest
quality” meat products. In contrast,
among other surveyed restaurant/
commercial food service buyers,
product consistency accounts on
average for only 16 percent of the
influence on vendor selection, com-
pared with 35 percent attributed to
the ability to obtain the “highest
quality” meat products from suppli-
ers.

The demand for meat products
with tailored or exclusive quality
characteristics among bar and grill
restaurants far exceeds the levels of
interest reported by most commer-
cial food service establishments,
suggesting that meat processing
firms with the capacity to produce
and deliver these customized prod-
ucts might find a receptive market
in this particular restaurant seg-
ment. Eighty-six percent of bar and
grill restaurant buyers reported that
they purchase meat products in
unique and custom portion sizes,
the single highest level of patronage
seen among any individual restau-
rant category in the survey popula-
tion and hovering well above the 51
percent of buyers from other
restaurant establishments who
reported making such purchases.
Sixty-seven percent of bar and grill
respondents also reported that they
use custom-trimmed meat pro-

ducts, equaling steakhouses and
seafood restaurants as the restau-
rant segment with the highest level
of custom-trimmed product use.
The popularity of private label pro-
grams for meat products also
appears to be more widespread
among bar and grill establishments
than the restaurant/commercial
food service community in general,
with 50 percent of bar and grill
respondents indicating that they
have some experience with purchas-
ing private label meat products,
compared with only 18 percent of
the remaining survey population.

Low/reduced-fat meat products also
seem to have a considerably stron-
ger following among buyers from
bar and grill restaurants than most
commercial food service buyers;
two-thirds of respondents from bar
and grill restaurants reported pur-
chasing low or reduced-fat meat
products, compared with 39 percent
of respondents from other commer-
cial food service establishments.
Therefore, those meat processors
who feature low- or reduced-fat
meat items in their product line
may find bar and grill restaurants to
be an especially promising outlet
for some of their specialty mer-
chandise.

Delicatessens and sandwich/bagel
shops. Responses from these casual,
inexpensive dining establishments
(seven observations) are character-
ized by an unusually strong prefer-
ence for conveniently prepared
meat products. On average, buyers
from delicatessens and bagel/sand-
wich shops attribute 16 percent of
the influence in their selection of
meat suppliers to their ability to
receive meat items that are conven-
ient to prepare, an issue barely

When selecting a new

meat supplier, bar and grill
restaurants rank access to
meat products with consistent
quality characteristics nearly
as important as access to
high-quality meat products.
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On average, buyers from
delicatessens and bagel/
sandwich shops attribute 16
percent of the influence in
their selection of meat
suppliers to their abilitiy to
receive meat items that are
convenient to prepare, an issue
barely noted by most segments
of the restaurant/commercial
food service sector.
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noted by most segments of the
restaurant/commercial food service
sector. Among survey respondents
in other cuisine categories, the aver-
age influence attributed to conven-
ient preparation in selecting a meat
supplier is only 2 percent. Such
findings suggest that processors
who manufacture conveniently
packaged and easy-to-serve meat
items may find it especially produc-
tive to focus their marketing efforts
on representatives from delicates-
sens and bagel/sandwich shops, as
they appear to place greater value
on eliminating preparation time
than other commercial food service
establishments.

Respondents from delicatessens
and bagel/sandwich shops also
appear unusually interested in
showcasing meat products with
exclusive quality characteristics.

Of the six respondents in the
deli/bagel/sandwich category who
answered a question about their use
of meat items produced with exclu-
sive methods or recipes, 50 percent
indicated that they currently pur-
chase such meat items, well above
the 21 percent of the remaining sur-
vey population who admitted using
such items. This finding would
appear to be a potentially encourag-
ing sign to those small meat manu-
facturers who might be capable of
providing tailored processing serv-
ices for local retail outlets.

Another characteristic behavior of
representatives from delicatessens
and bagel/sandwich shops that

might favor the local meat purveyor
is the unusual degree of importance
that buyers from these establish-
ments seem to place on local cus-
tomer feedback in making pur-
chasing decisions. Sixty-seven per-
cent of buyers from delicatessens
and bagel/sandwich shops indicated
that they evaluate new products by
offering free samples to customers,
compared with only 37 percent of
other restaurants/commercial food
service outlets in the survey popula-
tion. Moreover, buyers from deli-
catessens and bagel/sandwich shops
reported using local customer rec-
ommendations more frequently to
identify new meat suppliers than
any other restaurant segment. On
average, customer recommenda-
tions account for 16 percent of the
influence on meat vendor selection
among buyers from delicatessens
and bagel/sandwich shops, com-
pared with 12 percent among the
rest of the survey population. In
sharp contrast to the behavior of
most survey respondents, who rely
on trade show participation as a
primary means to establish contact
with new meat suppliers, meat buy-
ers from delicatessens and bagel/
sandwich shops attribute little
importance to trade shows. On
average, respondents from deli-
catessens and bagel/sandwich shops
reported that they found new meat
suppliers at trade shows about 5
percent of the time, compared with
an average of 22 percent among
other survey respondents.



Summary

Responses to the AMS/TAMU sur-
vey suggest that prospective vendors
of meat products to the commercial
food service sector should familiar-
ize themselves with basic informa-
tion about the firms they intend to
target before engaging in a market-
ing campaign. Differences in owner-
ship structure, sales volumes, ticket
prices, and types of cuisine all
appear to exert important influ-
ences on the types of products and
services that commercial food serv-
ice buyers expect and desire from
their meat purveyors. Product char-
acteristics highly prized among cer-
tain upscale segments of the
commercial food service industry,
such as aged or Certified Angus
beef, have little or no value to buy-
ers from less expensive food service
establishments. Nevertheless, while
product and service preferences may
differ substantially across the
restaurant spectrum, small-scale
meat processors have the potential
opportunity to appeal to a broad
range of commercial food service
customers. By becoming aware of
the specific needs of individual
market segments and tailoring their
production and marketing strategies
to meet these needs, small-scale
meat processors have abundant
opportunity to use their size and
proximity to customers to their
competitive advantage. Smaller
regional chains and other food serv-
ice operations with high sales
turnover may be especially respon-
sive, for example, to receiving cus-

tomized or exclusive meat items
directly from a small-scale meat
processing firm, as they are con-
cerned about receiving products
with consistent quality characteris-
tics but may not use meat products
in sufficient volume to attract the
interest of larger meat manufactur-
ers. On the other hand, Mexican
restaurants may be drawn to busi-
ness relationships with small-scale
meat manufacturers because they
like the option of sourcing product
from suppliers in the local commu-
nity, place unusual value on product
freshness, and use a greater volume
of meat products manufactured
according to traditional production
methods or recipes than most food
service establishments. The diversity
of product and service preferences
among commercial food service
customers, along with indications of
substantial untapped demand for
customized processing services,
bodes well for the ability of smaller
scale meat processing firms to find
their unique market niche and
establish a sustainable foothold in
the restaurant/commercial food
service supply chain.

By becoming aware of the
specific needs of individual
market segments and tailoring

their production and marketing
strategies to meet these needs,

small-scale meat processors
have abundant opportunity to
use their size and proximity to
customers to their competitive
advantage.
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Appendix One:
Survey Instrument

Type of Establishment

1.

Other (please specify)

7.
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What job title best describes your position? (Please check one)

Manager Chef Procurement Specialist Owner/Operator

Other (please specify)

How would you best describe your business? (Check one)

Stand alone Restaurant Hotel/Motel/Resort Restaurant____ Private Club
Hospital/Health Care Other (please specify)

What is the seating capacity of your restaurant?

What best describes the cuisine you serve? (Circle one)

Southern/Country Steak House Bar and Grill Mexican Asian
Continental/French Cajun/Creole American Seafood Italian

Other (please specify)

Who determines the items on your menu? (Please show level of influence in
percent total should equal 100%)

Owner

Manager

Chef/Cook

Corporate Chef

Other [
Total = 100%

How often do you change your menu? (Circle one)
Daily Weekly Monthly Quarterly Annually

No

Do you offer daily specials in addition to standard menu items? Yes

What is the average ticket price per person?
Breakfast$ Lunch$ Dinner$

Which of the following best describes the ownership structure of your restaurant? (Check one)

Independent
Private Club

Chain (Franchise Operated)
Hospital/Health Care

Chain (Corporate Operated)

Other(please specify) —

How many restaurants does your company operate?

. What is the average annual sales volume generated by your company's average restaurant? (Circle one)

a. 0 to $100,000 b. $100,000 to $500,000 b. $500,000 to 1 million c. $1 to $2 million
e. $2 to $3 million f. $3 to $4 million g. $4 to $5 million h. Over $6 million

d. $5 to $6 million



Meat Purchasing

12. Ordering Schedule: How much advance notice do you typically give your meat supplier(s) when placing an order? (Check one)

a. Same day b. 1-Day notice d. 1 week notice

c. 2-3 Days notice

e. Other (please specify)

13. Purchasing: Please rank the following issues according to their importance in making meat purchasing decisions:
( Total should equal to 100%)
Buying at the lowest cost
Buying the highest quality
Quality and reliability of delivery service
Convenience in ordering and billing
Convenience in preparation
Product Consistency
Freshness
Other (please specify)

Total = 100%

14. What percent of your supplies come from a: (Total should equal 100%)
Food distributor?
Directly from the manufacturer?
Retail stores (e.g. Sams Club).
Other (please specify _
Total = 100%

Use the following scale for questions 15 - 17
1= Completely Unimportant 2= Very Unimportant 3= Somewhat Unimportant
4= Neutral 5= Somewhat Important 6= Very Important

7= Completely Important
Please indicate below whether or not you use the following items and how important they are to your business.

15. Custom/Unique ltems: Use (Y/N) Importance (1-7)
Custom or unique portion sizes - -
Custom trimmed to your specifications
Manufacturer use of traditional recipes/methods
Manufacturer use of exclusive recipes/methods
Products made from exotic species

16. Health/Religious Concerns:
Low or reduced fat items
Low or reduced sodium items
Kosher or Halal Slaughter items
Obtaining meat products from hormone free animals
Obtaining meat products from certified organic animals

17. Local Procurement:
Produced in the local community
Produced by a family-run agribusiness
Products with strong local/ethnic following

18. Are there any meat a products, which you would like to offer on your menu that you have trouble obtaining
from your current supplier(s)? Yes No

If yes, please provide some examples.
19. Do you advertise the origin or brand name of meat products on your menu?

Yes No
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If yes, please provide some examples.

20.

21.

If you are a member of a restaurant chain, can you as a single location feature any meat items
designed to cater just to local preferences? Yes No
Do you take advantage of this flexibility? Yes No

If yes, please give an example.

Meat Item Selection
22. What is the process for introducing new products to your customers? (Check all that apply)

Introduce in "test" locations for customer reaction
Run as a special and gauge customer reaction

— Give free samples to customers and ask for their input

23.

24,

25.

26.

27.

Other (Specify)
How long is the average test period before you decide to adopt or drop a product?

How many pounds of samples do you usually need to test a meat product before a decision to adopt it is made?

Have you ever worked directly with a manufacturer to develop an exclusive product such as a
private label product for your restaurant? Yes No

If yes, how many private label or exclusive recipe items do you carry?

If no, would you be interested in developing this type of supplier relationship? Yes_____ No
Do you purchase Certified Angus Beef (CAB)? Yes No

What percentage of beef purchases are CAB?__%

Do you purchase aged beef? Yes No

What percentage of beef purchases which has been aged? %

Preferred aging period days

Protocol for Sales Call
28. A manufacturers market representative is planning a cold sales call.
— Should they: (Check all that apply)

29.

Make an appointment ahead of time

Bring samples

Bring recipes

Send a sample for you to try before the meeting
Other, Specify

A market representative has been assigned to your account.
a. Over a thirty-day period, how often should they telephone? 1 2 3 4 5 6 7 8
b. What time of day would be convenient for the call?

7a.m. - 10 a.m. 10a.m. - 2p.m. 2p.m. - 4 p.m. 4p.m. -7 p.m.

30. How do you typically find new suppliers of meat products (total should equal 100%)?

70

a. Telephone call from supplier
b. Mail/fax from supplier

c. Supplier Internet web site

d. Trade show contacts

e. Advertising in a trade journal
f. Customer recommendation
g. Other (please specify)

Total 100%




Purchase Summary

Please list the top three meat items you use from each category (beef, pork, poultry, and exotic species). For each product type please list your case
size preference and answer the descriptive columns.

(Check One) (Check One)
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Appendix Two:
Restaurant Purchase Preferences, by Commodity

Most popular beef items purchased by surveyed restaurants/commercial food service establishments™

Cut of meat Average Most Second Product condition Packaging
restaurant popular most Fresh Frozen Modified Shrink
volume case size popular (%) (%) atmosphere wrap
(Ibs./mo.) (lbs.) case size (%) (%)
(lbs.)

Fajita meat 4,376 40 60 70 30 67 33

Ground beef 1,620 80 40 74 26 86 14

Sirloin steaks 1,205 10 60 73 27 91 9

Tenderloins 960 60 70 100 0 90 10

Most popular pork items purchased by surveyed restaurants/commercial food service establishments

Cut of meat Average Most Second Product condition Packaging
restaurant popular most Fresh Frozen Modified Shrink
volume case size popular (%) (%) atmosphere wrap
(Ibs./mo.) (1bs.) case size (%) (%)
(lbs.)

Boston butt 679 n.a. n.a. 33 67 100 0

Bacon 392 33 15 68 32 100 0

Pork Chops 129 10 40 59 41 100 0

* All items included in charts were mentioned by 10 or more responsdents.

~
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Most popular poultry items purchased by surveyed restaurants/commercial food service establishments

Cut of meat Average Most Second Product condition Packaging
restaurant popular most Fresh Frozen Modified Shrink
volume case size popular (%) (%) atmosphere wrap
(lbs./mo.) (lbs.) case size (%) (%)
(Ibs.)

Skinless/boneless 8,761 40 10 21 79 14 86
chicken breast

Boneless chicken 1,252 40 10 9 91 100 0
breast

Whole fryer 689 50 40 68 32 75 25
chicken

Turkey breast 335 18 10 63 37 50 50
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